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By McF an

A JOINT RESOLUTION

proposing a constitutional amendment to authorize the exemption
from ad valorem taxation certain personal property temporarily
in the state for certain purposes.

BE IT RESOLVED BY THE LEGISLATURE OF THE STATE OF TEXAS:

SECTION 1. That Article VIII, Section 1, of the Texas
Constitution is amended to read as follows:

Sec. 1. (a) Taxation shall be equal and uniform.

(b) All real property and tangible personal property in

this State, unless exempt as required or permitted by this

Constitution, whether owned by natural persons or corporations,

other than municipal, shall be taxed in proportion to its
value, which shall be ascertained as may be provided by law.

(¢) The Legislature may provide for the taxation of
intangible property and may also impose occupation taxes, both
upon natural persons and upon corporations, other than
municipal, doing any business in this State. It may also tax
incomes of both natural persons and corporations other than
municipal, except that persons engaged in mechanical and
agricultural pursuits shall never be required to pay an
occupation tax.

(d) The Legislature by general law shall ekempt from ad
valorem taxation household goods not held or used for the

production of income and personal effects not held or used for
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the production of income. Thé Legislature by general law may
exempt from ad valorem taxation:

(1) all or part of the personal property homestead of a

family or single adult, "personal property homestead"

meaning that personal property exempt by law from forced
sale for debt; and

(2) subject to Subsection (e) of this section, all other

tangible personal property, except structures which are

personal property and are used or occupied as residential
dwellings and except property held or used for the
production of income.

(e) The governing body of a political subdivision may
provide for the taxation of all property exempt under a law
adopted under Subdivision (2) of Subsection (d) of this section
and not exempt from ad valorem taxation by any other law.

{£f)[(h)] The occupation tax levied by any county, city or
town for any year on persons or corporations pursuing any
profession or business, shall not exceed one half of the tax
levied by the $tate for the same period on such profession or
business.

SECTION 2. Article VIII of the Texas Constitution is

amended by adding a Section 1-j to read as follows:

Sec. 1-j (a) To promote economic development in the

state, tangible personal property consisting of goods, wares,

merchandise or ores, other than oil, natural gas, and petroleum
products, is exempt from ad valorem taxation if:

(1) the property is transported from outside this
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state into this State to be forwarded outside this State,

- whether or not the intention to forward the property outside

this State is formed, or the destination to which the property
is forwarded _is specified when the transportation of the .
property into this state begins;

(2) the property is detained in this State for
assembling, storing, manufacturing, processing or fab;ication
purposes;
and

(3) the property is not located or retained in this
state for more than 175 days.

(b) Tangible personal property exempted from_ taxation in

subsection (a) of this section is subject to the following:
(1) A county, common or independent school district
or municipality, including a home-rule city, may only tax such
property otherwise exempt, if the governing body of the county,
common or independent school district or municipality takes
official action as provided in this section and in the mannerxr

provided by law to provide for the taxation of such property.

(2) Any official action to tax such exempt property
must be taken before April 1, 1990. If official action is
taken to tax such exempt property before January 1, 1990, such
propexrty is taxable effective for the tax year 1990. However,
if such official action to tax such exempt property is taken
prior to April 1, 1990, but after January 1, 1990, the official

action shall not become effective to tax such property until

the 1991 tax vyear.




(3) Any of the above named political subdivisions
shall have the authority to exempt from payment of taxation
such property located in such above named political

subdivisions for the taxing year 1989. If a governing body
exempts the property from 1989 taxes, the governing body shall

o U e W NN

waive 1989 taxes already imposed and refund 1989 taxes already

7 paid on such property for that vear.

8 (4) The governing body of a county, common or independent
9 school district, or municipality that acts under (b)(2) of this

10 section to tax the property otherwise exempt by subsection (a)

11 of this section may subsequently exempt the property from

12 taxation by rescinding its action to tax the property. The

13 ‘exemption applies to each tax year that begins after the date

14 the action is taken and applies to the tax year in which the

15 action is-taken if the governing body so provides. A governing

16 body that rescinds its action to tax the property may not take

17 action to tax such property afer the rescission.

18 SECTION 3. This proposed constitutional amendment shall be
19 submitted to the voters at an election to be held on November

20 7, 1989. ' The ballot shall be printed to provide for voting for

21 or against the proposition. "The constitutional amendment

22 promoting economic development and comparable tax treatment for

23 Texans who do business in other states and nations by exempting

24  from ad valorem taxation personal property that is in Texas

25 only temporarily for the purpose of assemblying, storing,

26 manufacturing, proﬁessing, or fabricating."
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By: McFarland, et al. S.J.R. No. 11
(In the Senate - Filed January 10, 1989; January 11, 1989,

read first time and referred to Committee on Finance;
February 16, 1989, reported adversely, with favorable Committee
Substitute by the following vote: Yeas 12, Nays 1;

February 16, 1989, sent to printer.)

COMMITTEE VOTE

=<

xxxxxxxxxxxxg

Nay PNV Absent

Caperton
Glasgow
Barrientos
Brooks
Harris
Johnson
Krier
McFarland
Montford
Parker
Santiesteban
Sims

Truan X

COMMITTEE SUBSTITUTE FOR S.J.R. No. 11 By: McFarland
SENATE JOINT RESOLUTION

proposing a constitutional amendment to authorize the exemption
from ad valorem taxation certain personal property temporarily in
the state for certain purposes.

BE IT RESOLVED BY THE LEGISLATURE OF THE STATE OF TEXAS:

SECTION 1. That Article VIII, Section 1, of the Texas
Constitution is amended to read as follows:

Sec. 1. (a) Taxation shall be equal and uniform.

(b) All real property and tangible personal property in this
State, unless exempt as required or permitted by this Constitution,
whether owned by natural persons or corporations, other than
municipal, shall be taxed in proportion to its value, which shall
be ascertained as may be provided by law.

(c) The Legislature may provide for the taxation of
intangible property and may also impose occupation taxes, both upon
natural persons and upon corporations, other than municipal, doing
any business in this State. It may also tax incomes of both
natural persons and corporations other than municipal, except that
persons engaged in mechanical and agricultural pursuits shall never
be required to pay an occupation tax.

(d) The Legislature by general law shall exempt from ad
valorem taxation household goods not held or used for the
production of income and personal effects not held or used for the
production of income. The Legislature by general law may exempt
from ad valorem taxation:

(1) all or part of the personal property homestead of

a family or single adult, '"personal property homestead" meaning
that personal property exempt by law from forced sale for debt; and
(2) subject to Subsection (e) of this section, all

other tangible personal property, except structures which are
personal property and are used or occupied as residential dwellings
and except property held or used for the production of income.

(e) The governing body of a political subdivision may
provide for the taxation of all property exempt under a law adopted
under Subdivision (2) of Subsection (d) of this section and not
exempt from ad valorem taxation by any other law.

(f) [¢R¥] The occupation .tax levied by any county, city or
town for any year on persons or corporations pursuing any
profession or business, shall not exceed one half of the tax levied
by the State for the same period on such profession or business.

SECTION 2. Article VIII of the Texas Constitution is amended
by adding Section 1-j to read as follows:

Sec. 1-7. (a) To promote economic development in the state,
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goods, wares, merchandise, other tangible personal property, and
ores, other than o0il, natural gas, and other petroleum products,
are exempt fronm ad valorem taxation if:

(1) the property is acquired in or imported into this
State to be forwarded outside this State, whether or not the
intention to forward the property outside this State is formed or
the destination to which the property is forwarded is specified
when the property is acquired in or imported into this State;

(2) the property 1is detained in this State for
assembling, storing, manufacturing, processing, or fabricating
purposes Dby the person who acquired or imported the property; and

(3) the property is transported outside of this State
not later than 175 days after the date the person acquired or
imported the property in this State.

(b) Tancible personal property exempted from taxation in
Subsection (a) of this section is subject to the following:

(1) A county, common, or independent school district
or municipality, including a home-rule city, may tax such property
otherwise exempt, if the governing body of the county, common, or
independent school district or municipality takes official action
as provided in this section and in the manner provided by law to
provide for the taxation of such property.

' (2) Any official action to tax such exempt property
must be taken kefore April 1, 1990. 1If official action is taken to
tax such exempt property before January 1, 1990, such property is
taxable effective for the tax year 1990. However, if such official
action to tax such exempt property is taken prior to April 1, 1990,
but after January 1, 1990, the official action shall not become
effective to tax such property until the 1991 tax year.

(3) Any of the above-named political subdivisions
shall have the authority to exempt from payment of taxation such
property located in such above-named political subdivisions for the
taxing vyear 1989. If a governing body exempts the property from .
1989 taxes, the governing body shall waive 1989 taxes already
imposed and refund 1989 taxes already paid on such property for

that year.

(4) The governing body of a county, common, or
independent school district, municipality that acts under
Subdivision (2) of Subsection (b) of this section to tax the
property otherwise exempt by Subsection (a) of this section may
subsequently exempt the property from taxation by rescinding its
action to tax the property. The exemption applies to each tax year
that begins after the date the action is taken and applies to the
tax year in which the action is taken if +the governing body so
provides. A governing body that rescinds its action to tax the
property may nct take action to tax such property after the
rescission.

SECTION 3. Article VIII of the Texas Constitution is amended
by adding a Section 1-k to read as follows:

Sec. 1-k. (a) To promote economic development in the State,
0il, mnatural gas, and other petroleum products are exempt from ad
valorem taxaticn if:

(1) the o0il, natural gas, and other petroleum products
are acqguired in or imported into this State to be forwarded outside
this State, whether or not the intention to forward the property
outside this State is formed or the destination to which the
property is forwarded is specified when the property is acguired in
or imported into this State;

(2) the property 1is detained in this State for
assembling, storing, manufacturing, processing, or fabricating
purposes by the person who acquired or imported the property; and

(3) the property is transported outside of this State
not later than 175 days after the date the person acquired or
imported the property in this State.

(b) Tangible personal property exempted from taxation in
Subsection (a) of this section is subject to the following:

(1) A county, common, or independent school district
or municipality, including a home-rule city, may tax such property
otherwise exempt, if the governing body of the county, common, oOr
independent school district or municipality takes official action
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C.S.S5S.J.R. No. 11
as provided in this section and in the manner provided by law to

provide for the taxation of such property.

(2) Any official action to tax such exempt property
must be taken before April 1, 1990. 1If official action is taken to
tax such exempi property before January 1, 1990, such property is
taxable effective for the tax year 1990. However, if such official
action to tax such exempt property is taken prior to April 1, 1990,
but after January 1, 1990, the official action shall not become
effective to tax such property until the 1991 tax year.

(3) Any of the above-named political subdivisions
shall have the authority to exempt from payment of taxation such
property located in such above-named political subdivisions for the
taxing year 1989. If a governing body exempts the property from
1989 taxes, the governing body shall waive 1989 taxes already
imposed and refund 1989 taxes already paid on such property for

that year.

(4) The governing body of a county, common, or
independent school district, municipality that acts under
Subdivision (2) of Subsection (b) of this section to tax the
property otherwise exempt by Subsection (a) of this section may
subsequently exempt the 'property from taxation by rescinding its
action to tax the property. The exemption applies to each tax year
that begins afifer the date the action is taken and applies to the
tax year in which the action is taken if the governing body so
provides. A governing body that rescinds its action to tax the
property may not take action to tax such property after the
rescission.

SECTION 4. This proposed constitutional amendment shall be
submitted to the voters at an election to be held on November 7,
1989. The ballot shall be printed to provide for voting for or
against the proposition: "The constitutional amendment promoting
economic growth, job creation, and fair tax treatment for Texans
who export goods to other states and nations by restoring and
allowing the ad valorem tax exemption for personal property that is
in Texas only *temporarily for the purpose of assembling, storing,
manufacturing, processing, or fabricating, by amending Article VIII
of the Constitution by adding Sections 1-j and 1-k."

* k% k% * %

Austin, Texas
February 16, 1989
Hon. William P. Hobby
President of the Senate

Sir:

We, your Committee on Finance to which was referred S.J.R. No. 11,
have had the same under consideration, and I am instructed to
report it back to the Senate with the recommendation that it do not
pass, but that the Committee Substitute adopted in lieu thereof do
pass and be printed.

Caperton, Chairman




LEGISLATIVE BUDGET BOARD

Austin, Texas

FISCAL NOTE
February 8, 1989

T0: Honorable Kent A. Caperton, Chairman In Re: Senate Joint
Committee on Finance - Resolution No. 11
Senate Chamber By: McFarland

Austin, Texas
FROM: Jim Oliver, Director

In response to your request for a Fiscal Note on Senate Joint Resolution No. 11
(proposing a constitutional amendment to authorize the exemption from ad valorem
taxation certain personal property temporarily in the state for certain
purposes) this office has determined the following:

The Texas Constitution states that all real and personal property in the
State shall be taxed according to its value and provides that laws exempting
property other than that mentioned therein are null and void

The Tax Code provides that the State generally has the power to tax
personal property if it is in the state for more than a temporary period,
normally here but temporarily outside the State on January 1, or continually
used in the State. The Code also provides an exception to this rule for goods,
wares, ores other than oil, gas, and petroleum products, and merchandise that
are in interstate commerce (and therefore exempt under federal law) or that are
in the state for only a temporary period. The Code defines this temporary
period to be no more than 175 days.

A number of local taxing jurisdictions regarded the statute as
unconstitutional and appraised property, and levied and collected taxes on
property covered by the statute. Taxpayers generally paid the taxes levied, but
the matter finally was taken to court.

In a recent case (Dallas County Appraisal District v. L. D. Brinkman and
Company, 701 S.W. 2d 20, Tex. App.--Dallas 1985, writ ref'd n.r.e.), the court
declared this exception unconstitutional since the Texas Constitution does not
expressly provide for any exemption. The court also ruled that the goods
covered by the exception were not exempt under federal law since, in order to be
exempt, they would have to be moving in interstate transit or stopped
temporarily in the State for reasons unrelated to manufacturing, assembly,
storage, and the other exempt processes listed in the Tax Code.

The resolution would amend the Texas Constitution to provide a self-enacting
exemption for tangible personal property consisting of goods, wares,
merchandise, and ores (other than oil, gas, and petroleum products) if the
property originated and is eventually destined out of state, regardless of the
intention when the property began its journey into the State, if it remains in
Texas for 175 days or less to be assembled, stored, manufactured, processed, or
fabricated.

The proposed amendment would authorize the governing body of a county,
school district or municipality to prevent the exemption of the tangible
personal property which is the subject of the proposal by taking official action
before April 1, 1990. If such an entity takes such action before January 1,
1990, the property is taxable for the 1990 tax year. If the entity takes action
between January 1 and April 1, 1990, the property is not taxable for 1990 but
becomes taxable in the 1991 tax year. If official action is not taken by April
1, 1991, the property becomes exempt automatically. A county, municipality, or
school district may rescind a prior decision to tax the property. In such a
case, the exemption would become effective in the year of the rescission and the
property may not thereafter be taxed.

While the exemption takes effect January 1, 1990, a political subdivision
may adopt the exemption for 1989 taxes. If it did so, the governing body must
waive 1989 taxes already imposed on the property and refund 1989 taxes already
paid.

71FSJR11




Fiscal Note on Senate Joint Resolution No. 11
February 8, 1989
Page Two

Local units currently receiving revenue from taxing "freeport" property
would experience a reduction in tax revenues should the proposed amendment be
adopted and the local governing body not act to prevent the exemption. The
revenue could be replaced by a related increase in tax rates, thereby shifting
the tax burden to other property owners. The amount of such revenue cannot be
estimated because of lack of data. Other jurisdictions which were allowing
exemptions, would have potential revenue gain from the court's ruling, but these
amounts of potential gain cannot be estimated with reasonable accuracy.

It is difficult to estimate the dollar amount of revenue that would be lost
to local governments that would fail to act within the time set in the proposal
because the appraisal districts that have been putting the property on the tax
rolls have not segregated "freeport" values from other inventory values.

The resolution would be submitted to voters on November 7, 1989. The cost
of publication of the resolution to the State is estimated to be $60,000.

Source: State Property Tax Board; Secretary of State;
LBB Staff: JO, JWH, AL, AM, PA. - - -

71FSJR11
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_ BILL ANALYSIS
T1,89 R

C.S;S.J.R. 11 Senate Finance Committee
Bv: McFarland 2/15/89
BACKGROUND

The Texas Constitution states that all real and personal property
in the state shall be taxed according to its value. The Tax Code
provides that the state generally has the power to tax personal
property if it is in the state for more than a temporary period.
The code provides an exception to this rule for goods, wares, ores
other than oil, gas, and petroleum products, and merchandise that
are in interstate commerce or that are in the state for only a tem-
porary period. The Code defines this period to be no more than 175
days.

A number of local taxing jurisdictions regarded the statute as un-

constitutional and levied taxes on property covered by the statute.

In a recent court case, the court declared this exception unconsti-
tutional since the Texas Constitution does not expressly provide
the exemption. The court also ruled that goods covered by the ex-
ception were not exempt under federal law.

In its January 1989 final report, the Select Committee on Tax Eqg-
uity found that Texas is the only state that provides neither an
inventory nor a goods-in-transit exemption in some form. Thirty
five states allow some type of freeport exemption, similar to that
provided for in the bill.

. .

PURPOSE :

As proposed, S.J.R. 11 exempts certain personal property temporar-
ily in the state from ad valorem taxation on a local option basis.
Permits separate exemptions for one or both of two groups of per-
sonal property: . (1) goods, wares, merchandise, other tangible per-
sonal property, and ores; (2) oil, natural gas, and other petroleum
Provides conditions and procedures for the taxing of such property
by political subdivisions.

RULEMAKING AUTHORITY:

It is the committee's opinion that this bill does not grant any ad-
ditional rulemaking authority to a state officer, institution, or
agency.

SECTION BY SECTION ANALYSIS:

SECTION 1. Amends Section 1, Article VIII, Texas Constitution, to
require all real property and tangible personal property in this
state, other than that owned by municipal corporations, to be taxed
in proportion to its value, unless exempt as required or permitted
by the Constitution.

SECTION 2. Amends Article VIII, Texas Constitution, by adding Sec-
tion 1-j, as follows:

(a) ‘Provides that tangible personal property consisting of
goods, wares, merchandise or ores, other than oil, natural

gas, and petroleum products, is exempt from ad valorem taxa-

tion under the following circumstances:

(1) the property is transported from outside the state into
Texas to be forwarded outside the state, whether or not the
intention is formed or destination determined when the prop-
erty is acquired in or imported into the state;

(2) the property is detained for assembling, storing, manu-
facturing, processing or fabrication; and

SBA/jcd - , | PAGE 1 of 2
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(3) the property is not retained in the sta
175 days.

(b) (1) Provides that tangible personal proper
taxation under Subsection (a) of this section
taxation by certain political subdivisions
bodv of the subdivision takes official action

this section and in the manner provided by law}

(2) Requires any official action taken to
property to be taken before April 1, 19%0.

the tax is to become effective for the 1990
cial action must be taken before January 1,
that official actions taken after that date
1, 1990, do not become effective until the 1

(3) Provides that political subdivisions sha
thoritv to exempt from taxation such propert

te for more than

tv exempted from
is subject to
| f the governing
as provided in

tax such exempt
brovides that if
rax year, offi-
1990. Provides
but before April
P91 tax year.

1 have the au-
y located in the

subdivision for the taxing year 1989. Requfires a governing

bodv of the subdivision to waive 1989 taxes
and refund 1989 taxes already paid, if a go
empts the property from 1989 taxes.

(4) Allows the governing body of a political
exempt property taxed by them under Subs
this section. Sets forth procedure for the

hlready imposed
verning body ex-

subdivision to
bction (b) (2) of
application of

such exemptions. Prohibits a governing boflv that rescinds

its action to tax property, from ‘taking acti
- property after rescission.

hn to- tax such

SECTION 3. Amends Article VIII, Texas Constitution| by adding Sec-

tion 1l-k as follows:

(a) Provides that oil, natural gas and other petroleum pro-
ducts are exempt from ad valorem taxation undefr the following

circumstances:

(1) the property is transported from outside the state into
Texas to be forwarded outside the state, whejther or not the
intention is formed or destination determined when the prop-
erty is acquired in or imported into the stajte; '

(2) the property is detained for assembling, storing, manu-

facturing, processing or fabrication; and

(3) the property is not retained in the stafe for more than

175 dayvs.

(b) (1) Provides that tangible personal property exempted from
taxation under Subsection (a) of this sectifon is subject to
taxation by certain political subdivisions iff the governing
body of the subdivision takes official actidn as provided in

this section and in the manner provided by law.

(2) Requires any official action taken to %
property to be taken before April 1, 1990.
the tax is to become effective for the 1990
cial action must be taken before January 1,
that official actions taken after that date
1, 1990, do not become effective until 1991

(3) Provides that political subdivisions sh
thorityv to exempt from taxation such propert
subdivision for the taxing year 1989. Requi
bodvy of the subdivision to waive 1989 taxes
and refund 1989 taxes already paid, if a gov
empts the property from 1989 taxes.

(4) Allows the governing body of a politics
exenpt propertv taxed by them under Subsect]
this section. Sets forth procedure for th
such exemptions. Prohibits a governing body

SBA/jcd
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r  that rescinds
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its action to tax property, from taking action to tax such
property a’ter rescission. '

SECTION 4. Requires this proposed constitutional amendment to be
submitted to the voters at an election held on November 7, - 1989,
Recuires ballot to provide for voting for or against the proposi-
tion. Provides language to be used on the ballot.

SBA/jcd PAGE 3 of 2.




- Lt. Governor William P. Hobby
President of the Senate

Sir:
FINANCE

to which was referred

We, your Commnittee on

gf/e // by MZJW have on M 19_ZZ. had the same

{measure) {sponsor) (hearing date)

under consideration and 1 am instructed to report it back with the recommendation (s) that it
(M/do pass as substituted, and be printed

{lr'the caption remained the same as original measure

( ) the caption changed with adoption of the substitute

() do pass as substituted, and be ordered not printed

() and is recommended for placement on the Local and Uncontested Bills Calendar.

)
A fiscal note was requested. (()/yes {) no
A revised fiscal note was requested. (l)/ﬁs () no
An actuarial analysis was requested. () yes M)

Considered by subcommittee. () ves MO

Senate Sponsor of House Measure

The measure was reported from Committee by the following vote:

NAY PNV ABSENT

<
3!
>

Barrientos
Brooks

Glasgow

Harris

Johnson

Krier
McFartand
Montford
Parker
Santiesteban
Sims

Truan
Caperton, Chair
TOTAL VOTES

sz«, MN

COMMITTEE CLERK

N MRRRRRRAN

R

Paper clip the original and one copy of this form along with TWO copies of the Committee Substitute to the original bill and
retain one copy for Reporting Comrnittee file.




AMEND THE CAPTION TO CONFORM

TO THE BODY OF THE BILL

AD@PTED
BIAR 10 1989
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By\McFarland SJ§/{{

llowing for SJR No. 1ll: ///
/ CSSJR No.11

/

proposing a\constitutional amendment to authorize the exemption

‘/A'JOINT RESOLUTION

from ad valoxem taxation certain personal property temporarily in
the state for certain purposes.

BE IT RESCLVED BY THE LEGISLATURE/OF THE STATE OF TEXAS:

SECTION 1. That Article VI};C Section 1, of the Texas
Constitution is amended to read as follows:

Sec. 1. (&) Taxatyon shal}/be equal and uniform.

(b) All real propexty aﬁd tangible personal property in this

State, unless _exempt as required or permitted by this

Constitution, whether owne by natural persons or corporations,
other than municipal, ;y431 be taxed in proportion to its value,
which shall be ascert ined as may\be provided by law.

(c) The Legi lature may provide for the taxation of
1ntang1ble prope and may also impose occupation taxes, both
upon natural pﬁysons and upon corporat?é s, other than municipal,
doing any buéiness in this State. It\may also tax incomes of

both natura persons and corporations other than municipal,

except tHat persons engaged in mechanica and agricultural

 pursuits /shall never be required to pay an occupation tax.

29 The Legislature by general law shall\ exempt from ad
valorém taxation household goods not held or used for the
production of income and personal effects not held ox used for

e production of income. The Legislature by general

\
V
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exempt from ad valorem taxation§Q/

(1) all or part of the personal property homestead of a
family or single adult, “"personal property homestead" meaning
that personal property exémpt by law from forced sale for debt;
and

(2) subject to Subsection (e) of this section, all
other tangible personal property, except structures which are
personal property an& are used or occupied as residential
dwellings and except property held or used for the production of
income.

(e) The governing body of a political subdivision may
provide for the taxation of all property exempt under a law
adopted under Subdivision (2) of Subsection (d) of this section
and not exempt from ad valorem taxation by any other law.

{£)[4h)] The occupation tax levied by any county, city or
town for any year on persons or corporations pursuing any
profession or business, shall not exceed one half of the tax
levied by the State for the same period on such profession or
business.

SECTION 2. Article VIII of the Texas Constitution is amended
by adding a{éection 1-j to read as follows:

Sec. 1-j, (a) To nromoté economic development in the state,

oods, wares, merchandise, other tangible personal property, and

ores, other than oil, natural gas, and other petroleum products,
are exempt from ad valorem taxation if:

(1) the property is acquired in or imported into this

State to be forwarded outside this State, whether or not the
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intention to forward the property outside this tate is forme

or the destination to which the property is forwarded is

specified when the property is acquired in or imported into_ this

§tate;<4%
/
- (2) the property is detained in this State for

. . . . . . n
assembling, storing, manufacturing, processing ?or fabrlcatleéﬂ

purposes by the person who acquired or imported the property; and
(3) the property is transported outside of this state

—
not later than 175 days after the date the person acquired._or

imported the property in this state.

7

(b) Tangible personal property exempted from taxation in

subsection (a) of this section is subject to the following: oo
%4 Lor \uﬁprcdkﬂati“#ﬂéiy

(1) A county, common,or independent s&hoo districta or

municipality, including a home-rule city, may tax such property

otherwise exempt if the governin qu of the count common . or
,Qﬂ.‘u¢40~1ZE@EaZ:jtZEZéL ] J
independent school district,or municipality takes official action

as provided in this section and in the manner provided by law to
provide for the taxation of such property.

(2) _Any official action to tax such exempt property
must be takern before April 1, 1990. If official action is taken
to tax such exempt property before January 1, 1990, such property
is taxable effective for the tax year 1990. However, if such

official actiomn to tax such exempt property is taken prior to
April 1, 1990, but after January 1, 1990, the official action

shall not become effective to tax such ropert until the

tax year.
(3) Any of the above-named political subdivisions shall
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have the authority to exempt from payment of taxation such

property located i such above-named political subdivisions for

the taxing year 1989. TIf a.governing body exempts the property
4 .

from/ 198 taxes, the governing body shall waive 1989 taxes
%

already imposed__and refund 1989 taxes already paid on_ such
property for that year. '

(4) The governing body of a count common 4 oOr

wncor cllagg IIUEI Splpdiviaion ()8 Sediacehim
independent school istrict,Amunicipalitythat acts und ﬂ&ﬁglfzir
of this section to tax the property otherwise exempt by

subsection (a) of this section may subsequently exempt the
// f
property from taxation by . rescindin its action to_ tax the

property. The exemption applies to each tax year that begins
after the date the action is taken and applies to the tax year in
which the action is taken if the governing body so provides. A
governing body that rescinds its action to tax the property may

not take action to tax such property after the rescission.
SECTION 3. Article VIII of the Texas Constitution is amended

by adding a gection 1l-k to read as follows:
B

ec, 1-k. a) To promote economic development in the state,
/

0il, natural gas, and other petroleum products are exempt from ad

valorem taxaticn if: N

(1) the oil, natural gas and other petroleum products
are acquired in or imported into this state to be forwarded
/,

outside this state, whether or not the intention to forward the
.!//

property outsice this state is formeg@Z or the destination_ to

[

which the property is forwarded is specified when the property is

acquired in or imported into this state;
ly
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(2) the property is detained in this state for/¢
V7 na-
assembling, storing, manufacturing, processing, or fabricatien
purposes by the person who acgquired or imported the property: and

(3) the ropert is transported outside of this_gtate

not later than 175 davs after the date the erson___acquired orxr

imported the property in this state.

-~
-

(b) Tangible personal EB ert exempted from taxation in

subsectlon (a) of this section is subject to the following:
0r \W c_&:ét@ OLUJM

(1) A county, common,or 1ndegendent school districtA o

municipality, including a home-rule city, may tax such property

otherwise exempt, if the governing body of the count common,  or
) & WW&W 7
independent school aistrlct4or municipality takes official action -

as provided in_this section and in the manner provided by law to
provide for the taxation of such property.

(2) Any official action to tax such exempt property
must be takern before April 1, 1990. 1If 6fficia1 action is taken
to tax such exempt property before Janua 1, 1990, such ropert
is taxable effective for the tax year 1990. However, if such
official action to tax such exempt property is taken prior to
April 1 1990, but after January 1, 1990, the official action
shall not become effective to tax such property until the 1991
tax year.

(3) Any of the above-named political subdivisions shall
have the authority to exempt from payment of taxation such
property located in such above-named political subdivisions for
the taxing year 1989. If a governing body exempts the property

from 1989 taxes the overnin bod shall waive 1989 taxes
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o in v
alread {im osed and refund 1989 taxes alread aid on _such
{

property for that year.

(4) The governing body of a county,

g unior (4leoe Aot sl Suble
independent _school district ici i

common , or
ELuzuuuﬁkL(ﬁQ

of this section to tax the property otherwise exempt by

subsection (a) of this section may subsequently exempt the
?
property from taxation by rescinding its action to tax _the

property. The_ exemption applies to_ _each tax year that begins

after the date the action is taken and applies to the tax year - in

which the action is taken if the governing body so provides. A

governing body that rescinds its action to tax the ropert ma

not take action to tax such property after the rescission.

TION 4. This proposed comstitutional amendment shall be

submitted o the voters at an electr to b Hgld on November 7,

1989. The bal

against the pr:;bQi:ionf “?55/9 stitutional amggféent i;pmoting

economic growth, job creation)and fair tax treatmen for Texans

ot shall be printed to ovide for voting for or

who export goods to ther states and nations by réstoring and

hY

~

allowing the ad/yalorem tax ‘exemption for personal property\\z::t

only temporariiy‘ for the pu se of assembling,

\5\
storing; manufacturing, processing}xor fabrijcating, by amending

Arpicle VIII of the Constitution by aaaigi Sections 1-j and 1-k."



AMENDMENT NO. _@";\Z_

Amend CSSJR No. 11, by striking Section 4 and substituting
/

B

the following: e —

#_/—’*—;;éTION 4. This proposed constitutional amendment shall be
submitted to the voters at an election to be held on November 7,
1989. The ballot shall be printed to provide for voting for or
against the proposition: "The constitutional amendment
promoting economic growth, job creation ,and fair tax treatment

?

for Texans who export goods to other states and nations by

restoring and allowing, on a local option basis, an ad valorem
tax exemption for personal property that is in Texas only

temporarily for the purpose of assemb%hing, storing,

manufacturing, processinq}or fabricating, by adding/;ections 1-3
7
and 1-k to Article VIII of the Constitution.”

ADCETEL
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AMENDMENT NO. __éLZ

v’
Amend CSSJR No. 11, Section 2 Db(1) (page 3, line 13),

/
Section 2 b(4) (paii/}, line 8), Section 3 b(1l) (page 5, line 9)

and Section 3 b(4) (page 6, line 4) by adding the ﬁords,¥junior
college district," after the words "independent school district”

and before the word "municipality".

é(\b W
2 . 13 M_wb('m
lfd 2.¥ M\um WWW
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By: McFarland, Santiesteban S.J.R. No. 11
Johnson, Bivins

SENATE JOINT RESOLUTION

proposing a constitutional amendment to authorize the exemption
from ad valorem taxation certain person;l property temporarily in
the state for certain purposes.

BE IT RESOLVED BY THE LEGISLATURE OF THE STATE OF TEXAS:

SECTION 1. That Article VIII, Section 1, of the Texas
Constitution is amended to read as follows:

Sec. 1. (a) Taxation shall be equal and uniform.

(b) All real property and tangible personal property in this

State, unless exempt as required or permitted by this Constitution,

whether owned by natural persons or corporations, other than
municipal, shall be taxed in proportion to its value, which shall
be ascertained as may be provided by law.

(c) The Legislature may provide for the taxation of
intangible property and may also impose occupation taxes, both upon
natural persons and upon corporations, other than municipal, doing
any business in this State. = It may also tax incomes of both
natural persons and corporations other than municipal, except that
persons engaged in mechanical and agricultural pursuits shall never
be required to pay an occupation tax.

(d) The Legislature by géneral law shall exempt from ad
valorem taxation household goods not held or used for the
production of income and personal effects not held or used for the
production of income. The Legislature by general law may exempt

from ad valorem taxation:
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(1) all or part of the personal property homestead of

a family or single adult, "personal property homestead" meaning

that personal property exempt by law from forced sale for debt; and

(2) subject to Subsectionv (e) of this section, all

other tangible 'personal property, except structures which are

personal property and are used or occupied as residential dwellings
and except property held or used for the production of income.

(e) The governing body of a political subdivision may
provide for the taxation of all property exempt under a law adopted
under Subdivision (2) of Subsection (d) of this section and not
exempt from ad valorem taxation by any other law.

(f) [¢tR}Y] The occupation tax levied by any county, city or
town for any year on persons or corporations pursuing any
profession or business, shall not exceed one half of the tax levied
by the State for the same period on such profession or business.

SECTION 2. Article VIII of the Texas Constitution is amended
by adding Section 1-j to read as follows:

Sec. 1-3. (a) To promote economic development in the state,

goods, wares, merchandise, other tangible personal property, and

ores, other than oil, natural gas, and other petroleum products,

are exempt from ad valorem taxation if:

(1) the property is acguired in or imported into this

State to be forwarded outside this State, whether or not the

intention to forward the property outside this State is formed or

the destination to which the property is forwarded is specified

when the property is acquired in or imported into this State;

AN
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(2) the proverty 1is detained in this State for

assembling, storing, manufacturing, processing, or fabricating

purposes by the person who acquired or imported the property: and

(3) the property is transported outside of this State

not later than 175 days after the date the person acaquired or

imported the property in this State.

(b) Tangible personal property exempted from taxation in

Subsection (a) of this section is subject to the following:

()) A county, common, or independent school district,

or junior college district, or municipality, including a home-rule

city, may tax such property otherwise exempt, if the governing body

of the county, common, or independent school district, or junior

college district, or municipality takes official action as provided

in this section and in the manner provided by law to provide for

the taxation of such property.

(2) Any official action to tax such exempt property

must be taken before April 1, 1990. If official action is taken to

tax such exempt property before January 1, 1990, such property is

taxable effective for fhe tax year 1990. However, if such official

action to tax such exempt property is taken prior to April 1, 1990,

but after January 1, 1990, the official action shall not become

effective to tax such property until the 1991 tax vear.

(3) Any of the above-named political subdivisions

shall have the authority to exempt from payment of taxation such

property located in such above-named political subdivisions for the

taxing year 1989. If a _governing body exempts the property from

(Lo
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1989 taxes, the governing body shall waive 1989 taxes already

imposed and refund 1989 taxes already paid on such property for

that vyear. -

(4) The governing body of a county, common, or

independent school district, or Ijunior college district, or

municipality that acts under Subdivision (2) of Subsection (b) of

this section to tax the property otherwise exempt by Subsection (a)

of this section may subsequently exempt the property from taxation

by rescinding its action to tax the property. The exemption

applies to each tax year that begins after the date the action is

taken and arplies to the tax year in which the action is taken if

the governing body so provides. A governing body that rescinds its

action to tax the property may not take action to tax such property

after the rescission.

SECTION 3. Article VIII of the Texas Constitution is amended
by adding a Section 1~k to read as follows:

Sec. 1-k. (a) To promote economic development in the State,

oil, natural gas, and other petroleum products are exempt from ad

valorem taxation if:

(1) the oil, natural gas, and other petroleum products

are acquired in or imported into this State to be forwarded outside

this State, whether or not the intention to forward the property

outside this State is formed or the destination to which the

property is forwarded is specified when the property is acquired in

or imported intc this State;

(2) the property is detained in this State for

Y




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

S.J.R. No. 11

assembling, storing, manufacturing, processing, or fabricating

purposes by the person who acquired or imported the oroperty: and

(3) the property is transported outside of this State

not later than 175 days after the date the person acauired or

imported the property in this State.

(b) Tangible personal property exempted from taxation in

Subsection (a) of this section is subject to the following:

(1) A county, common, or independent school district,

or junior college district, or municipality, including a home-rule

city, may tax such property otherwise exempt, if the governing body

of the county, common, or independent school district, or junior

college district, or municipality takes official action as provided

in this section and in the manner provided by law to provide for

the taxation of such property.

(2) Any official action to tax such exempt property

must be taken before April 1, 1990. 1If official action is taken to

tax such exempt property before January 1, 1990, such property is

taxable effective for the tax vear 1990. However, if such official

action to tax such exempt_prooerty is taken prior to April 1, 1990,

but after January 1, 1990, the official action shall. not become

effective to tax such property until the 1991 tax year.

(3) Any of the above-named political subdivisions

shall have the authority to exempt from payment of taxation such

property located in such above-named political subdivisions for the

taxing vyear 1989, 1f a governing body exempts the property from

1989 taxes, the governing body shall waive 1989 taxes already
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imposed and refund 1989 taxes already paid on such property for

that vyear.

(4) The governing body of a county, common, or

independent school district, or junior college district, or

municipality that acts under Subdivision (2) of Subsection (b) of

this section to tax the property otherwise exempt by Subsection (a)

of this section may subsequently exempt the property from taxation

by rescinding its action to tax the property. The exemption

applies to each tax year that begins after the date the action is

taken and applies to the tax vear in which the action is taken if

the governing body so provides. A governing body that rescinds its

action to tax the property may not take action to tax such property

after the rescission.

SECTION 4. This proposed constitutional amendment shall be
submitted to the voters at an election to be held on November 7,
1989. The ballot shall be printed to provide for voting for or
against the proposition: "The constitutional amendment promoting
economic growth, job creation, and fair tax treatment for Texans
who export goods to other states and nations by restoring and
alloWing, on & local option basis, an ad valorem tax exemption for
personal property that is in Texas only temporarily for the purpose
of assembling, storing, manufacturing, processing, or fabricating,
by adding Sections 1-j and 1-k to -Article VIII of the

Constitution."




LEGISLATIVE BUDGET BOARD

Austin, Texas

FISCAL NOTE

February 21, 1989 FEB 22 RECD
T0: Honorable Kent A. Caperton, Chairman In Re: Committee Substitute
Committee on Finance for Senate Joint
Senate Chamber Resolution No. 11

Austin, Texas
FROM: Jim QOliver, Director

In response to your request for a Fiscal Note on Committee Substitute for Senate
Joint Resolution No. 11 (proposing a constitutional amendment to authorize the
exemption from ad valorem taxation certain personal property temporarily in the
state for certain purposes) this office has determined the following:

The Texas Constitution states that all real and personal property in the
State shall be taxed according to its value and provides that laws exempting
property other than that mentioned therein are null and void.

The Tax Code provides that the State generally has the power to tax
personal property if it is in the state for more than a temporary period,
normally here but temporarily outside the State on January 1, or continually
used in the State. The Code also provides an exception to this rule for goods,
wares, ores other than oil, gas, and petroleum products, and merchandise that
are in interstate commerce (and therefore exempt under federal law) or that are
in the state for only a temporary period. The Code defines this temporary
period to be no more than 175 days.

A number of local taxing jurisdictions regarded the statute as
unconstitutional and appraised property, and levied and collected taxes on
property covered by the statute. Taxpayers generally paid the taxes levied, but
the matter finally was taken to court.

In a recent case (Dallas County Appraisal District v. L. D. Brinkman and
Company, 701 S.W. 2d 20, Tex. App.--Dallas 1985, writ ref'd n.r.e.), the court
declared this exception unconstitutional since the Texas Constitution does not
expressly provide for any exemption. The court also ruled that the goods
covered by the exception were not exempt under federal law since, in order to be
exempt, they would have to be moving in interstate transit or stopped
temporarily in the State for reasons unrelated to manufacturing, assembly,
storage, and the other exempt processes listed in the Tax Code.

The resolution woulc amend the Texas Constitution to provide a self-enacting
exemption for tangible personal property consisting of goods, wares,
merchandise, and ores (other than oil, gas, and petroleum products) if the
property is aquired in or imported into the state and is eventually destined out
of state, regardless of the intention when the property began its journey into
the State, if it remains in Texas for 175 days or less to be assembled, stored,
manufactured, processed, or fabricated. The resolution also would provide a
separate local option for oil, gas, and other petroleum products.

The proposed amendment would authorize the governing body of a county,
school district or municipality to prevent the exemption of the tangible
personal property which is the subject of the proposal by taking official action
before April 1, 1990. If such an entity takes such action before January 1,
1990, the property is taxable for the 1990 tax year. If the entity takes action
between January 1 and April 1, 1990, the property is not taxable for 1990 but
becomes taxable in the 1991 tax year. If official action is not taken by April
1, 1990, the property becomes exempt automatically. A county, municipality, or
school district may rescind a prior decision to tax the property. In such a
case, the exemption would become effective in the year of the rescission and the
property may not thereafter be taxed.

While the exemption takes effect January 1, 1990, a political subdivision
may adopt the exemption for 1989 taxes. If it did so, the governing body must
waive 1989 taxes already imposed on the property and refund 1989 taxes already

71FCSSJR11




Fiscal Note on Committee Substitute for Senate Joint Resolution No. 11
February 21, 1989
Page Two

paid.

Local units currently receiving revenue from taxing "freeport" property
would experience a reduction in tax revenues should the proposed amendment be
adopted and the local governing body not act to prevent the exemption. The
revenue could be replaced by a related increase in tax rates, thereby
transferring the tax burden to other property owners. The amount of such
revenue cannot be estimated because of lack of data.

It is difficult to estimate the dollar amount of revenue that would be lost
to local governments that would fail to act within the time set in the proposal
because the appraisal districts that have been putting the property on the tax
rolls have not segregated "freeport" values from other inventory values.

The resolution would be submitted to voters on November 7, 1989. The cost
of publication of the resolution to the State is estimated to be $60,000.

No additional fiscal implication to the State is anticipated.

Source: State Property Tax Board; Secretary of State;
LBB Staff: J0, JWH, AL, CKM
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LEGISLATIVE BUDGET BOARD

Austin, Texas

FISCAL NOTE
‘February 8, 1989

TO: Honorable Kent A. Caperton, Chairman In -Re: Senate Joint
Committee on Finance , Resolution No. 11
Senate Chamber : By: McFarland

Austin, Texas
FROM: Jim Oliver, Director

In response to your request for a Fiscal Note on Senate Joint Resolution No. 11
(proposing a constitutional amendment to authorize the exemption from ad valorem
taxation certain personal property temporarily in the state for certain
purposes) this office has determined the following:

The Texas Constitution states that all real and personal property in the
State shall be taxed according to its value and provides that laws exempting
property other than that mentioned therein are null and void

The Tax Code provides that the State generally has the power to tax
personal property if it is in the state for more than a temporary period,
normally here but temporarily outside the State on January 1, or continually
used in the State. The Code also provides an exception to this rule for goods,
wares, ores other than oil, gas, and petroleum products, and merchandise that
are in interstate ccmmerce (and therefore exempt under federal law) or that are
in the state for only a temporary period. The Code defines this temporary
period to be no more than 175 days.

A number of local taxing jurisdictions regarded the statute as
unconstitutional and appraised property, and levied and collected taxes on
property covered by the statute. Taxpayers generally paid the taxes levied, but
the matter finally was taken to court.

In a recent case (Dallas County Appraisal District v. L. D. Brinkman _and
Company, 701 S.W. 2d 20, Tex. App.--Dallas 1985, writ ref'd n.r.e.), the court
declared this exception unconstitutional since the Texas Constitution does not
expressly provide for any exemption. The court also ruled that the goods
covered by the exception were not exempt under federal law since, in order to be
exempt, they would have to be moving in interstate transit or stopped
temporarily in the State for reasons unrelated to manufacturing, assembly,
storage, and the other exempt processes listed in the Tax Code.

The resolution would amend the Texas Constitution to provide a self-enacting
exemption for tangible personal property consisting of goods, wares,
merchandise, and ores (other than oil, gas, and petroleum products) if the
property originated and is eventually destined out of state, regardless of the
intention when the property began its journey into the State, if it remains in
Texas for 175 days or less to be assembled, stored, manufactured, processed, or
fabricated. '

The proposed amendment would authorize the governing body of a county,
school district or municipality to prevent the exemption of the tangible
personal property which is the subject of the proposal by taking official action
before April 1, 1990. If such an entity takes such action before January 1,
1990, the property is taxable for the 1990 tax year. If the entity takes action
between January 1 and April 1, 1990, the property is not taxable for 1990 but
becomes taxable in fthe 1991 tax year. If official action is not taken by April
1, 1991, the property becomes exempt automatically. A county, municipality, or
school district may rescind a prior decision to tax the property. In such a
case, the exemption would become effective in the year of the rescission and the
property may not thereafter be taxed.

While the exemption takes effect January 1, 1990, a political subdivision
may adopt the exemption for 1989 taxes. If it did so, the governing body must
waive 1989 taxes already imposed on the property and refund 1989 taxes already
paid.

71FSJR11




Fiscal Note on Senat2 Joint Resolution No. 11
February 8, 1989
Page Two

Local units currently receiving revenue from taxing "freeport" property
would experience a reduction in tax revenues should the proposed amendment be
adopted and the local governing body not act to prevent the exemption. The
revenue could be replaced by a related increase in tax rates, thereby shifting
the tax burden to other property owners. The amount of such revenue cannot be
estimated because of lack of data. Other jurisdictions which were allowing
exemptions, would have potential revenue gain from the court's ruling, but these
amounts of potential gain cannot be estimated with reasonable accuracy.

It is difficult to estimate the dollar amount of revenue that would be lost
to local governments that would fail to act within the time set in the proposal
because the appraisal districts that have been putting the property on the tax
rolls have not segregated "freeport" values from other inventory values.

The resolution would be submitted to voters on November 7, 1989. The cost
of publication of the resolution to the State is estimated to be $60,000.

Source: State Property Tax Board; Secretary of State;
LBB Staff: JO, JWH, AL, AM, PA : -
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COMMITTEE REPORT : =

Ist Printing e
By McFarland, Santiesteban, Johnson, Bivins S.J.R. No. 11

(Berlanga)
Substitute the following for S.J.R. No. 11:

By Berlanga C.S.S.J.R. No. 11

A JOINT RESOLUTION

proposing a constitutional amendment to authorize the exemption
from ad valorem taxation certain personal property temporarily in
the state for certain purposes.

BE IT RESOLVED BY THE LEGISLATURE OF THE STATE OF TEXAS:

SECTION 1. That Article VIII, Section 1, of the Texas
Constitution is amended to read as follows:

Sec. 1. (a) Taxation shall be equal and uniform.

(b) All real property and tangible personal property in this

State, unless_exempt as required or permitted by this Constitution,

whether owned by natural persons or corporations, other than
municipal, shall be taxed in proportion to its value, which shall
be ascertained as may be provided by law.

(c) The Legislature may provide for the taxation of
intangible property and may also impose occupation taxes, both upon
natural persons and upon corporations, other than municipal, doing
any business in this State. It may also tax incomes of both
natural persons and corporations other than municipal, except that
persons engaged in mechanical and agricultural pursuits shall never
be required to pay an occupation tax.

(d) The Legislature by general law shall exempt from ad
valorem taxation household goods not held or used for the
production of income and personal effects not held or used for the
production of income. The Legislature by general law may exempt

from ad valorem taxation:
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(1) all or part of the personal property homestead of

a family or single adult, '"personal property homestead" meaning:

that personal property exempt by law from forced sale for debt; and

(2) subject to Subsection (e) of this section, all

other tangible personal property, except structures which are

personal property and are used or occupied as residential dwellings
and except property held or used for the production of income.

(e) The governing body of a political subdivision may
provide for the taxation of all property exempt under a law adopted
under Subdivision (2) of Subsection (d) of this section and not
exempt from ad valorem taxation by any other law.

(f) [thR}] The occupation tax levied by any county, city or
town for any year on persons or corporations pursuing any
profession or business, shall not exceed one half of the tax levied
by the State for the same period on such profession or business.

SECTION 2. Article VIII of the Texas Constitution is amended
by adding a Section 1-j to read as follows:

Sec. 1-j. (a) To promote economic development in the state,

goods, wares, merchandise, other tangible personal property, and

ores, other than oil, natural gas, and other petroleum products,

are exempt from ad valorem taxation if:

(1) the property is acquired in or imported into this

State to be forwarded outside this State, whether or not the

intention to forward the property outside this State is formed, or

the destination to which the property is forwarded is specified

when the property is acquired in or imported into this state;

(2) the property is detained in this State for




TS

~3

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

C.5.S.J.R. No. 11

assembling, storing, manufacturing, processing, or fabrication

purposes by the person who acquired or imported the property; and

(3) the property is transported outside of this state

not later than 175 days after the date the person acguired or

imported the property in this state.

(b) Tangible personal property exempted from taxation in

subsection (a) of this section is subject to the following:

(1) A county, common, or independent school district,

or junior college district, or municipality, including a home-rule

city, may tax such property otherwise exempt, if the governing body

of the county, common, or independent school district, or junior

college district, or municipality takes official action as provided

in this section and in the manner provided by law to provide for

the taxation of such property.

(2) Any official action to tax such exempt property

must be taken before April 1, 1990. 1If official action is taken to

tax such exempt property before January 1, 1990, such property 1is

taxable effective for the tax year 1990. However, if such official

action to tax_such exempt property is taken prior to April 1, 1990,

but after January 1, 1990, the official action shall not become

effective to tax such property until the 1991 tax year.

(3) Any of the above-named political subdivisions

shall have the authority to exempt from payment of taxation such

property located in such above-named political subdivisions for the

taxing year 1989. If a governing body exempts the property from

1989 taxes, the governing body shall waive 1989 taxes already

imposed and refund 1989 taxes already paid on such property for
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that year.

(4) The governing body of a county, common, or

independent school district, municipality that acts under (b)(2) of

this section to tax the property otherwise exempt by subsection (a)

of this section may subsequently exempt the property from taxation

by rescinding its action to tax the property. The exemption

applies to each tax year that begins after the date the action is

taken and applies to the tax year in which the action is. taken if

the governing body so provides. A governing body that rescinds its

action to tax the property may not take action to tax such property

after the rescission.

SECTION 3. This proposed constitutional amendment shall be
submitted to the voters at an election to be held on November 7,
1989. The ballot shall be printed to provide for voting for or
against the proposition: "The constitutional amendment promoting
economic growth, job creation and fair tax treatment for Texans who
export goods to other states and nations by restoring and allowing,
on a local orption basis, an ad valorem tax exemption for certain
personal property that is in Texas only temporarily for the purpose

of assembling, storing, manufacturing, processing or fabricating."
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C.5.5.J.R. 11 Berlanga
(S.J.R. 11) (McFarland,
Santiesteban, Johnson, Bivi f'S)

BILL ANALYSIS
(Hs: Berlansa.)

BACKGROUND

Under current Texas law, all business personal property--
including inventories--is subject to the property tax.

Among the inventories subject to tax are those of goods
temporarily located in the state and inventories of oil and
gas. It is more difficult to administer the property tax on
business personal property since this property is mobile and
less readily identifiable.

In response to these administrative difficulties and in an
effort to improve their tax competitiveness, many states
have exempted certain types of business personal property
from the property tax. According to the Select Committee on
Tax Equity, six states have no tax on business personal
property of any kind, while 30 states have a full or partial
exemption of business inventories. Four states allow a
local option exemption. Of the ten states that do tax
business personal property, nine allow some type of
exemption for so-called "freeport" goods, or "goods in
transit"--i.e. goods temporarily located in the state for
processing. Texas is the only state that provides no
freeport or business inventories exemption of any kind.

The Texas Constitution provides that all real and personal
property in the state shall be taxed in proportion to its
value unless exempted by the Constitution.

Previously, the Legislature had exempted freeport property
by statute, but in Dallas County Appraisal District v. L.D.
Brinkman and Company, the court held that the exemption was
null and void because the Texas Constitution did not provide
for the exemption.

In 1987, Texas voters turned down a proposed constitutional
amendment which would have allowed for a local option
exemption of freeport property.

PURPOSE

To submit a Constitutional amendment to Texas voters that
would exempt from the property tax certain goods in transit.
Local taxing units would have the option to maintain the
property tax on these items.

SECTION-BY~-SECTION ANALYSIS

SECTION 1. Amends Article VIII, Section 1 of the Texas
Constitution. Section (b) provides that exemptions to the
property tax are as permitted in the Constitution. Section
(h) is re-designated as Section (f) to eliminate a gap in
the existing Constitution.

SECTION 2. Adds a new Section 1-j to the Constitution.

Subsection (a) provides an exemption from the property
tax for certain tangible personal property, other than oil,
natural gas, and other petroleum products, if:

o the property is to be assembled, stored,
manufactured, processed, or fabricated by the
purchaser, and

o the property is to be transported out of the state
no later than 175 days after its acquisition.
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c.8.S5.J.R. 11 Berlanga
(S.J.R. 11) \ (McFarland, Santiesteban,

cont. Johnson Biling)
(ns: Ber\a.nso-)

Subsection (b) provides that the property identified in
subsection (a) is exempt unless the governing board of a
county, school district, junior college district, or
municipality takes official action to tax it by April 1,
1990. The jurisdiction must take action before January 1,
1990 if the property is to be taxable for the 1990 tax year.
Jurisdictions are given the option to exempt the property
for the 1989 tax year, and provide refunds. Political
subdivisions are allowed to rescind their action to tax the
property identified in subsection (a), but once specific
action is taken to exempt the property in Subsection (a),
they may nct later opt to restore the tax.

SECTION 3. Requires submission of the amendment to the
voters on November 7, 1989; specifies ballot language.

RULEMAKING AUTHORITY

It is the committee's opinion that this amendment does not
provide new rulemaking authority to a state agency, officer,
department or institution.

COMPARISON OF ORIGINAL TO SUBSTITUTE

The original bill provided for the exemption of oil and gas
inventories.

SUMMARY OF THE COMMITTEE ACTION

Public notice was posted in accordance to the rules and a
public hearing was held on February 8, 1989 on H.J.R. 9 and
H.J.R. 14, House companion measures. The following persons
testified in support: Mr. Jerome W. Johnson, representing
Textrade, Inc.; Mr. Larry Milner, representing members of
the Texas Chamber of Commerce; Mr. Phil Cates, representing
the Texas Association of Business; Ms. Lucia Wyman,
representing American Electronics Association; and Mr. Ron
Parrish, representing the Tandy Corporation and the Fort
Worth and Greater Dallas Chamber of Commerce. The following
persons registered in support: Mr. Walter Fisher
representing the Texas Municipal League; Mr. Michael R.
Moore, representing the Texas Retailers Association; and
Mayor Pro-Tem Bert Williams, representing the City Council
of Fort Worth. Mr. Bill Allaway, representing the Texas
Association of Taxpayers, testified with "qualified" support
for the proposals. Mr. Bill Abington, representing Texas
Mid-Continent Oil and Gas Association, testified in
opposition to the proposals in their filed form. Ms.
Rebecca Wolken of the Texas Department of Commerce was
available as a resource witness. H.J.R. 9 and H.J.R. 14
were left as pending business on February 8. On April 12,
the Committee voted to report S.J.R. 11 as substituted to
the House with the recommendation that it do pass by a
record vote of 8 ayes, 3 nays, with two absent.
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LEGISLATIVE BUDGET BOARD

Austin, Texas

FISCAL NOTE
April 13, 1989

TO: Honorable James F. Hury, Jr., Chair In Re: House Committee
Committee on Ways and Means Substitute for Senate
House of Representatives Joint Resolution No. 11

Austin, Texas

FROM: Jim Oliver, Director

In response to your request for a Fiscal Note on House Committee Substitute for
Senate Joint Resolution No. 11 (proposing a constitutional amendment to
authorize the exemption from ad valorem taxation certain personal property
temporarily in the state for certain purposes) this office has determined the
following:

The Texas Constitution states that all real and personal property in the
State shall be taxed according to its value and provides that laws exempting
property other than that mentioned therein are null and void.

The Tax Code provides that the State generally has the power to tax
personal property if it is in the state for more than a temporary period,
normally here but temporarily outside the State on January 1, or continually
used in the State. The Code also provides an exception to this rule for goods,
wares, ores other than oil, gas, and petroleum products, and merchandise that
are in interstate commerce (and therefore exempt under federal law) or that are
in the state for only a temporary period. The Code defines this temporary
period to be no mor2 than 175 days.

A number of local taxing jurisdictions regarded the statute as
unconstitutional and appraised property, and levied and collected taxes on
property covered by the statute. Taxpayers generally paid the taxes levied, but
the matter finally was taken to court.

In a recent case (Dallas County Appraisal District v. L. D. Brinkman and
Company, 701 S.W. 2d 20, Tex. App.--Dallas 1985, writ ref'd n.r.e.), the court
declared this exception unconstitutional since the Texas Constitution does not
expressly provide for any exemption. The court also ruled that the goods
covered by the exception were not exempt under federal law since, in order to be
exempt, they would have to be moving in interstate transit or stopped
temporarily in the State for reasons unrelated to manufacturing, assembly,
storage, and the other exempt processes listed in the Tax Code.

The resolution would amend the Texas Constitution to provide a self-enacting
exemption for tangible personal property consisting of goods, wares,
merchandise, and ores (other than oil, gas, and petroleum products) if the
property is aquired in or imported into the state and is eventually destined out
of state, regardless of the intention when the property began its journey into
the State, if it remains in Texas for 175 days or less to be assembled, stored,
manufactured, processed, or fabricated.

The proposed amendment would authorize the governing body of a county,
school district, junior college district, or municipality to prevent the
exemption of the tangible personal property which is the subject of the proposal
by taking official action before April 1, 1990. If such an entity takes such
action before January 1, 1990, the property is taxable for the 1990 tax year.

. If the entity takes action between January 1 and April 1, 1990, the property is
\ not taxable for 1990 but becomes taxable in the 1991 tax year. If official
action is not taker by April 1, 1990, the property becomes exempt automatically.
A county, municipality, or school district may rescind a prior decision to tax
the property. In such a case, the exemption would become effective in the year
of the rescission and the property may not thereafter be taxed.

While the exemption takes effect January 1, 1990, a political subdivision

may adopt the exemption for 1989 taxes. If it did so, the governing body must
waive 1989 taxes already imposed on the property and refund 1989 taxes already

71FHCSSJR11
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Fiscal Note on House Committee Substitute for Senate Joint Resolution No. 11
April 13, 1989
Page Two

paid.

Local units currently receiving revenue from taxing "freeport" property
would experience a reduction in tax revenues should the proposed amendment be
adopted and the local governing body not act to prevent the exemption. The
revenue could be replaced by a related increase in tax rates, thereby
transferring the tax burden to other property owners. The amount of such
revenue cannot be estimated because of lack of data.

It is difficult to estimate the dollar amount of revenue that would be lost
to local governments that would fail to act within the time set in the proposal
because the appraisal districts that have been putting the property on the tax
rolls have not segregated "freeport" values from other inventory values.

The resolution would be submitted to voters on November 7, 1989. The cost
of publication of the resolution to the State is estimated to be $60,000.

No additional fiscal implication to the State is anticipated.

Criminal Justice Policy Impact Statement: No change in the sanctions
applicable to adults convicted of felony crimes is anticipated.

Source: State Property Tax Board; Secretary of State;
LBB Staff: JO, JWH, AL, CKM
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LEGISLATIVE BUDGET BOARD

Austin, Texas

FISCAL NOTE
March 29, 1989

T0: Honorable James F. Hury, Jr., Chair In Re: Senate Joint
Committee on Ways and Means Resolution No. 11,
House of Representatives as engrossed
Austin, Texas By: McFarland, et al.

FROM: Jim Oliver, Director

In response to your request for a Fiscal Note on Senate Joint Resolution No. 11,
as engrossed (proposing a constitutional amendment to authorize the exemption
from ad valorem taxation certain personal property temporarily in the state for
certain purposes) this office has determined the following:

The Texas Constitution states that all real and personal property in the
State shall be taxed according to its value and provides that laws exempting
property other than that mentioned therein are null and void.

The Tax Code provides that the State generally has the power to tax
personal property if it is in the state for more than a temporary period,
normally here but temporarily outside the State on January 1, or continually
used in the State. The Code also provides an exception to this rule for goods,
wares, ores other than oil, gas, and petroleum products, and merchandise that
are in interstate commerce (and therefore exempt under federal law) or that are
in the state for only a temporary period. The Code defines this temporary
period to be no more than 175 days.

A number of local taxing jurisdictions regarded the statute as
unconstitutional and appraised property, and levied and collected taxes on
property covered by the statute. Taxpayers generally paid the taxes levied, but
the matter finally was taken to court.

In a recent case (Dallas County Appraisal District v. L. D. Brinkman and
Company, 701 S.W. 2d 20, Tex. App.--Dallas 1985, writ ref'd n.r.e.), the court
declared this exception unconstitutional since the Texas Constitution does not
expressly provide for any exemption. The court also ruled that the goods
covered by the exception were not exempt under federal law since, in order to be
exempt, they would have to be moving in interstate transit or stopped
temporarily in the State for reasons unrelated to manufacturing, assembly,
storage, and the other exempt processes listed in the Tax Code.

The resolution would amend the Texas Constitution to provide a self-enacting
exemption for tangible personal property consisting of goods, wares,
merchandise, and ores (other than oil, gas, and petroleum products) if the

"~ property is aquired in or imported into the state and is eventually destined out

of state, regardless of the intention when the property began its journey into
the State, if it remains in Texas for 175 days or less to be assembled, stored,
manufactured, processed, or fabricated. The resolution also would provide a
separate local option for oil, gas, and other petroleum products.

The proposed amendment would authorize the governing body of a county,
school district, junior college district, or municipality to prevent the
exemption of the tangible personal property which is the subject of the proposal
by taking official action before April 1, 1990. If such an entity takes such
action before January 1, 1990, the property is taxable for the 1990 tax year.

If the entity takes action between January 1 and April 1, 1990, the property is
not taxable for 1990 but becomes taxable in the 1991 tax year. If official
action is not taken by April 1, 1990, the property becomes exempt automatically.
A county, municipality, junior college district, or school district may rescind
a prior decision to tax the property. In such a case, the exemption would
become effective in the year of the rescission and the property may not
thereafter be taxed.

While the exemption takes effect January 1, 1990, a political subdivision
may adopt the exemption for 1989 taxes. If it did so, the governing body must

71FSJR11lae <;:




Fiscal Note on Senate Joint Resolution No. 11, as engrossed
March 29, 1989
Page Two

waive 1989 taxes already imposed on the property and refund 1989 taxes already
paid.

Local units currently receiving revenue from taxing "freeport" property
would experience a reduction in tax revenues should the proposed amendment be
adopted and the local governing body not act to prevent the exemption. The
revenue could be replaced by a related increase in tax rates, thereby
transferring the tax burden to other property owners. The amount of such
revenue cannot be estimated because of lack of data.

It is difficult to estimate the dollar amount of revenue that would be lost
to local governments that would fail to act within the time set in the proposal
because the appraisal districts that have been putting the property on the tax
rolls have not segregated "freeport" values from other inventory values.

The resolution would be submitted to voters on November 7, 1989. The cost
of publication of the resolution to the State is estimated to be $60,000.

No additional fiscal implication to the State is anticipated.

Criminal Justice Policy Impact Statement: No change in the sanctions
applicable to adults convicted of felony crimes is anticipated.

Source: State Property Tax Board; Secretary of State;
LBB Staff: JO, JWH, AL, LV
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LEGISLATIVE BUDGET BOARD

Austin, Texas

FISCAL NOTE

February 21, 1989 FEB 22 pepp
T0: Honorable Kent A. Caperton, Chairman . In Re: Committee Substitute
Committee on Finance for Senate Joint
Senate Chamber Resolution No. 11

Austin, Texas
FROM: Jim Oliver, Director

In response to your request for a Fiscal Note on Committee Substitute for Senate
Joint Resolution No. 11 (proposing a constitutional amendment to authorize the
exemption from ad valorem taxation certain personal property temporarily in the
state for certain purposes) this office has determined the following:

The Texas Constitution states that all real and personal property in the
State shall be taxed according to its value and provides that laws exempting
property other than that mentioned therein are null and void.

The Tax Code provides that the State generally has the power to tax
personal property if it is in the state for more than a temporary period,
normally here but temporarily outside the State on January 1, or continually
used in the State. The Code also provides an exception to this rule for goods,
wares, ores other than oil, gas, and petroleum products, and merchandise that
are in interstate commerce (and therefore exempt under federal law) or that are
in the state for only a temporary period. The Code defines this temporary
period to be no more than 175 days.

A number of local taxing jurisdictions regarded the statute as
unconstitutional ard appraised property, and levied and collected taxes on
property covered by the statute. Taxpayers generally paid the taxes levied, but
the matter finally was taken to court.

In a recent case (Dallas County Appraisal District v. L. D. Brinkman and
Company, 701 S.W. 2d 20, Tex. App.--Dallas 1985, writ ref'd n.r.e.), the court
declared this exception unconstitutional since the Texas Constitution does not
expressly provide for any exemption. The court also ruled that the goods
covered by the exception were not exempt under federal law since, in order to be
exempt, they would have to be moving in interstate transit or stopped
temporarily in the State for reasons unrelated to manufacturing, assembly,
storage, and the olher exempt processes listed in the Tax Code.

The resolution would amend the Texas Constitution to provide a self-enacting
exemption for tangible personal property consisting of goods, wares,
merchandise, and ores (other than oil, gas, and petroleum products) if the
property is aquired in or imported into the state and is eventually destined out
of state, regardless of the intention when the property began its journey into
the State, if it remains in Texas for 175 days or less to be assembled, stored,
manufactured, processed, or fabricated. The resolution also would provide a
separate local option for oil, gas, and other petroleum products.

The proposed amendment would authorize the governing body of a county,
school district or municipality to prevent the exemption of the tangible
personal property which is the subject of the proposal by taking official action
before April 1, 1990. If such an entity takes such action before January 1,
1990, the property is taxable for the 1990 tax year. If the entity takes action
between January 1 and April 1, 1990, the property is not taxable for 1990 but
becomes taxable in the 1991 tax year. If official action is not taken by April
1, 1990, the property becomes exempt automatically. A county, municipality, or
school district may rescind a prior decision to tax the property. In such a
case, the exemption would become effective in the year of the rescission and the
property may not thereafter be taxed.

While the exemption takes effect January 1, 1990, a political subdivision

may adopt the exemption for 1989 taxes. If it did so, the governing body must
waive 1989 taxes already imposed on the property and refund 1989 taxes already

71FCSSJR11
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Fiscal Note on Committee Substitute for Senate Joint Resolution No. 11
February 21, 1989
Page Two

paid.

Local units currently receiving revenue from taxing "freeport" property
would experience a reduction in tax revenues should the proposed amendment be
adopted and the local governing body not act to prevent the exemption. The
revenue could be replaced by a related increase in tax rates, thereby
transferring the tax burden to other property owners. The amount of such
revenue cannot be estimated because of lack of data.

It is difficult to estimate the dollar amount of revenue that would be lost
to local governments that would fail to act within the time set in the proposal
because the appraisal districts that have been putting the property on the tax
rolls have not segregated "freeport" values from other inventory values.

The resolution would be submitted to voters on November 7, 1989. The cost
of publication of the resolution to the State is estimated to be $60,000.

No additional fiscal implication to the State is anticipated.

Source: State Property Tax Board; Secretary of State;
LBB Staff: JO, JWH, AL, CKM
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LEGISLATIVE BUDGET BOARD

Austin, Texas

FISCAL NOTE
‘February 8, 1989

T0: Honorable Kent A. Caberton, Chairman In-Re: Senate Joint
Committee on Finance _ Resolution No. 11
Senate Chamber By: McFarland

Austin, Texas
FROM: Jim Oliver, Director

In response to your request for a Fiscal Note on Senate Joint Resolution No. 11
(proposing a constitutional amendment to authorize the exemption from ad valorem
taxation certain personal property temporarily in the state for certain
purposes) this office has determined the following:

The Texas Constitution states that all real and personal property in the
State shall be taxed according to its value and provides that laws exempting
property other than that mentioned therein are null and void

The Tax Code provides that the State generally has the power to tax
personal property if it is in the state for more than a temporary period,
normally here but temporarily outside the State on January 1, or continually
used in the State. The Code also provides an exception to this rule for goods,
wares, ores other than oil, gas, and petroleum products, and merchandise that
are in interstate ccmmerce (and therefore exempt under federal law) or that are
in the state for only a temporary period. The Code defines this temporary
period to be no more than 175 days.

A number of local taxing jurisdictions regarded the statute as
unconstitutional ancd appraised property, and levied and collected taxes on
property covered by the statute. Taxpayers generally paid the taxes levied, but
the matter finally was taken to court.

In a recent case (Dallas County Appraisal District v. L. D. Brinkman and
Company, 701 S.W. 2d 20, Tex. App.--Dallas 1985, writ ref'd n.r.e.), the court
declared this exception unconstitutional since the Texas Constitution does not
expressly provide for any exemption. The court also ruled that the goods
covered by the exception were not exempt under federal law since, in order to be
exempt, they would have to be moving in interstate transit or stopped
temporarily in the State for reasons unrelated to manufacturing, assembly,
storage, and the other exempt processes listed in the Tax Code.

The resolution would amend the Texas Constitution to provide a self-enacting
exemption for tangible personal property consisting of goods, wares,
merchandise, and ores (other than oil, gas, and petroleum products) if the
property originated and is eventually destined out of state, regardiess of the
intention when the property began its journey into the State, if it remains in
Texas for 175 days or less to be assembled, stored, manufactured, processed, or
fabricated. '

The proposed amendment would authorize the governing body of a county,
school district or municipality to prevent the exemption of the tangible
personal property which is the subject of the proposal by taking official action
before April 1, 1990. If such an entity takes such action before January 1,
1990, the property is taxable for the 1990 tax year. If the entity takes action
between January 1 and April 1, 1990, the property is not taxable for 1990 but
becomes taxable in the 1991 tax year. If official action is not taken by April
1, 1991, the property becomes exempt automatically. A county, municipality, or
school district may rescind a prior decision to tax the property. In such a
case, the exemption would become effective in the year of the rescission and the
property may not thereafter be taxed.

While the exemption takes effect January 1, 1990, a political subdivision
may adopt the exemption for 1989 taxes. If it did so, the governing body must
waj;e 1989 taxes already imposed on the property and refund 1989 taxes already
paid.

71FSJR11
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Fiscal Note on Senate Joint Resolution No. 11
February 8, 1989
Page Two

Local units currently receiving revenue from taxing "freeport" property
would experience a reduction in tax revenues should the proposed amendment be
adopted and the local governing body not act to prevent the exemption. The
revenue could be replaced by a related increase in tax rates, thereby shifting
the tax burden to other property owners. The amount of such revenue cannot be
estimated because of lack of data. Other jurisdictions which were allowing
exemptions, would have potential revenue gain from the court's ruling, but these
amounts of potential gain cannot be estimated with reasonable accuracy.

It is difficult to estimate the dollar amount of revenue that would be lost
to local governments that would fail to act within the time set in the proposal

because the appraisal districts that have been putting the property on the tax
rolls have not segregated "freeport" values from other inventory values.

The resolution would be submitted to voters on November 7, 1989. The cost
of publication of the resolution to the State is estimated to be $60,000.

Source: State Property Tax Board; Secretary of State;
LBB Staff: JO, JWH, AL, AM, PA :
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? Chief Clerk 7

... House of Representatives

Rk.
By McFarland, $antiesteban, Johnson, Bivins SJR. 11
Substitute the following for SJR No. 11:
By Berlanga CSSJR, No. 11

A JOINT RESOLUTION
proposing a constitutional amendment to authorize the exemption
from ad valorem taxation certain personal property temporarily
in the state for certain purposes.

BE IT RESOLVED BY THE LEGISLATURE OF THE STATE OF TEXAS:

SECTION 1. That Article VIII, Section 1, of the Texas
Constitution is amended to read as follows:

Sec. 1. (a) Taxation shall be equal and uniform.

(b) All real property and tangible personal property in
this State, unless exempt as required or permitted by this
Constitution, whether owned by natural persogf or corporations,
other than municipal, shall be taxed in proportion to its value,
which shall be ascertained as may be provided by law.

(c) The Legislature may provide for the ‘ taxation of
intangible property and may also impoée occupation taxes, both
upon natural persons and upon corporations, 6ther than
municipal, doing any business in this State. It may also tax
incomes of boi:h natural persons and corporations other than
municipal, except that persons engaged in mechanical and
agricultural pursuits. shall never be required to pay an
occupation tax.

(d) The Legislature by general law shall exempt from ad

- valorem taxation household goods not held or used for the

production of income and personal effects not held or used for




1 the production of income. The Legislature by general law may
2 exempt from ad valorem taxation:
3 (1) all or part of the personal property homestead of
4 a family or single adult, "personal property homestead" meaning
5 that personal property exempt by law from forced sale for debt;
6 and
7 (2) subject to Subsection (e) of this section, all
8 other tangible personal property, except structures which are
9 personal property and are used or occupied as residential
10 dwellings and except property held or used for the production of
11 income.
12 (e) the governing body of a political subdivision may
13 provide for the taxation of all property exempt under a law
14 adopted under Subdivision (2) of Subsection (d) of this seétion
15 and not exempt from ad valorem taxation by any other law.
16 (£f)Fthyd The occupation tax levied by any county, city or
17 town for any year on persons or corporations pursuing any
18 profession o business, shall not exceed one half of the tax
19 levied by the State for the same period on such profession or
20 business. V
21 SECTION 2. Article VIII of the Texas Constitution is
22 amended by adding a Section 1-j to read as follows:
23 Sec. 1-j (a) To promote economic development in the state,
24 goods, wares erchandise, other tangible perso ropert a
25 ores, other tha i tur as, and other ole oducts
26 are exempt from ad valorem taxation if:
27 (1) the property is acquired in or imported _into this

5308X
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State to be forwarded outside this State, whet o t t
intention to _forward the property outside this State is formed,
or the destination to which the property is forwarded is

specified when the property is acquired in or imported into this

tate:

{2) the property is detained in this State for
assembling, storing, manufacturing, processing or fabrication
purposes by the rson w cquired or imported th r ty:

(3)_ the property is transported outside of this state
not later than 175 days after the date the person acquired or
imported the property in thig state.

(b) _Tangible ersona ropert exempted from taxation i

subsection (a) of this section is subject to the following:

(1) A county, common, oOr independent school district,

or junior college district, or municipality, including a home-rule

city, may tax such property otherwise exempt, if the governing body

of the county, common, or independent school district,. 9r junior

college district, or municipality takes official action as provided

in this section and in the manner provided by law to provide for

the taxation of such property.

(2) Any official action to tax such exempt property

must be taken before April 1, 1980. 1f official action is taken to

tax such exempt property before January 1, 1990, such property is

taxable effective for the tax vear 1990. However, if such official

action to tax such exempt property is taken prior to April 1, 1990,

but after January 1, 1990, the official action shall not become

effective to tax such procerty until the 1991 tax year.
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(3) Any of the above named political subdivisions
shall have the authority to exempt from payment of taxation suc
property located in such above named political subdivisions for
the taxing year 1989. If a governing body exempts the property

from 1989 taxesi, the governing body shall waive 1989 taxes

already imposed and refund 1 taxes alread aid on such

property for that year.

(4) The governing body of a county, common_ _or
independent school district, municipality that acts under (b)(2)
of this sectiion to tax the property otherwise exempt by
subsection (a) of this section may subsequently exempt _the
property from taxation by rescinding its action to tax the
property. The exemption applies to each tax year that begins
after the date the action is taken and applies to the tax year
in which the action is taken if the governing body so provides.
A governing body that rescinds its action to tax the property

may not take action to tax such property after the rescission.
SECTION 3. This proposed constitutional amendment shall be

submitted to the voters at an election to be held on November 7,
1989. The ballot shall be printed to provide for voting for or
against the proposition. "The constitutional amendment
promoting economic growth, Jjob creation and fair tax treatment
for Texans who export goods to other states and nations by
restoring and allowing, on a local option basis, an ad valorem
tax exemption for certain personal property that is in Texas
only temporarily for the purpose of assemblying, storing,

manufacturing, processing or fabricating.
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, ;- ;
oy e

R < I -~
.»“’/4 )w&f,w’g‘;ﬁ il C éﬁﬂ‘l‘dwﬂ » L e

Bou MoP uﬁiamd .

IR . o ey o . R,
Tael Bivins ) '

f’f A L,
e é»“(“ Foof R
S R Jack Vowell

G. B, (Tka) Harris

Robexrt Farley
I3 !‘-‘; /!Cai R P
- David n

On %ﬁé";par% of %c‘ﬁnate On the part of the House

Paper clip one of these forms to each of the following:
the original and two copies to the house of origin
three copies to the other house

w20 o Load auid fled s 1228



[y

O 00 N & w» A W N

P
o

11
12
13
14
15
16
17
18
19
20
21
22
23
24

25
2

27

CONFERENCE COMMITTEE REPORT
Pﬂ/Z’ S.J.R. No. 11
ﬁﬁx JOINT RESOLUTION
proposing & constitutional amendment to authorize the
exemption from ad valorem taxation certain personal
property temporarily in thelﬁéate for certain purposes.

BE IT RESOLVED BY THE LEGISLATURE OF THE STATE OF
TEXAS:

SECTION 1. That Article VIII, Section 1, of the Texas
Constitution is amended to read as follows: |

Sec. 1. (a) Taxation shall be equal and uniform.

(b) All real property and tangible personal property
in this State, nnless_sxﬁmp_t__as_mmmd_gr_p_ammm_m
this Constitution, whether owned by natural persons or
corporations, other than municipal, shall be taxed in
proportion to its value, which shall be ascertained as may
be provided by law.

(c) The Legislature may provide for the taxation of

- intangible property and may also impose occupation taxes,

both upon natural persons and upon corporations, other than
municipal, doing any business in this State. It may also
tax incomes of both natural persons and corporations other
than municipal, except that persons engaged in mechanical
and agriculftural pursuits shall never be required to pay an
occupation tax.

(d) The Legislature by general law shall exempt from
ad valorem taxation household goods not held or used for
the production of income and personal effects not held or
used for the production of income. The Legislature by

general law may exempt from ad valorem taxation:
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(1) all or part of the personal property
homestead ofla family or single adult, "personal property
homestead" hganing that personal property exempt by law
from forced sale for debt; and

(2) subject to Subsection (e) of this section,
all other tangible personal property, except structures
which are personal property and are used or occupied as
residential dwellings and except property held or used for
the production of income.

(e) The governing body of a political subdivision
may provide for the taxation of all property exempt under a
law adopted under Subdivision (2) of Subsection (d) of this
section and not exempt from ad valorem taxation by any
other law.

Af) [<k3-] The occupation tax levied by any county,
city or town for any year on persons aé:corporations
pursuing any profession or business, shall not exceed one
half of the tax levied by the State for the same period on
such profession or business.

SECTION 2. Article VIII of the Texas Constitution is
amended by adding‘qSEection 1-j to read as follows:

Sec. 1-3j. (a) To promote ecopomic development in the
State, goods, wares, merchandise, other tangible personal
property, and ores, other than oil, natural gas, and other

pet roleum products. are exempt from ad valorem taxation if:

(1) the property is acquired in or dimported
into this State to be f ied tside this § het)
or not the intention to forward the property outside this

State is formedir;; the destination to which the property

\s forwarded i £ igj] ) ty i {red
or imported jnto this State:

(2) the propertv is detained in this State forﬁ%

assembling, storina, manufacturing, processing, or

the property: and
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() the property is transported outsideAthis

State not later than 175 days after the date the person

acquired or imported the property in this State.

{b) Te

in Subsection (ad) of this section dis subject to the

following:

L) A county, common)or independent school

district, Sunior college district, or municipality,

municipalitv takes official action as provided in this

. i in tl {ded by law 1 {de £
the taxation of such propexrty,

(2) Anv official action to tax such exempt

¢ ] | be f April 1. 1990 If official

action 1is taken to tax such exempt property before

{3) ANy of the above-named political

section to tax the property otherwise exempt by Subsection
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from taxation by rescinding its action to tax the property.

The exemption applies to each tax year that begins after

the date the action is taken and applies to the taXx year in

which the action dis taken if the governing body so

orovides. A governing body that rescinds its action to tax

the property mav not take actiop to tax such property after

the rescission.

(c) For purposes of this section:

{1} tangible personal property shall include

(2) propertv imported into this State shall

include propertv brought into this State:

include propertv transported outside this Stat?zyﬁi to be

affixed to an aircraft to be transported outside this

State: and

(4) vropertv detained in this State for

assembling, storing, manufacturing, processing,

mmm&@mm;gj_smwnumm

aircraft parts brought into this State or acquired in this

aircraft. or aircraft parts into this State for the purpose

of repair or maintenance of aircraft operated by a

certificated air carrier.

SECTION 3. This proposed constitutional amendment
shall be submitted to the voters at an election to be held
on November 7, 19889. The ballot shall be printed to
provide for voting for or against the proposition: "The
constitutional amendment promoting economic growth, Jjob
creation and fair tax treatment for Texans who-export goods
to other s-ates and nations by restoring and allowing, on a
local 6ption basis, an ad valorem tax exemption for certain

personal property that is in Texas only temporarily for the
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purpose of assembling, storing, manufacturing, processinq)

e

2 or fabricating."




Side-by-Side Comparison

SJR-11 - A CONSTITUTIONAL AMENDMENT TO AUTHORIZE
THE EXENPTION FROM AD VALORENM TAXATION CERTAIN CERTAIN PERSONAL PROPERTY

Senate Version House Version Conference Committee
Section 1. amends Sec. 1 - Same as Senate version Sec. 1 - Adopted Senate Version

Article VIII, Sec. 1 of
the Texas Constitution

Sec. 1.(a) Only a;clarifying
amendment to expressly state
that property is not taxed if
L. exempted in other sections of
the Constitution.

Sec. 1.(f) Renumbers (h) to (f)
to conform. Eliminates vacant
subsection.

Section 2. Adds Sec. 1-j to Article VIII Section 2. Same as Senate version Sec. 2 - Adopted Senate version
of the Texas Constitution. except as explained below.

Sec. 1-j To promote economic development
goods, wares, merchandise, other tangible
personal property and ores, other than oil,
natural gas, and other petroleum products,
. are exempt from taxation if:




Page 2

SJR-11
Senate Version House Version ’ Conference Coamittee

(1) Such property is acquired in
or imported into Texas.
(2) Detained for certain purposes; and
{(3) Roi detained fur Longeir tivan 175 days.
A county, school district, junior college district,
or municipality could, on & local option basis, tax
such property if the required action is taken.

Section 3. Article VIII of the Texas Section 3. House removed Section 3. Sec. 3 - Adopted House version

Constitution is amended by adding a new
section 1-k to provide the same tax treatment
and under the same terms as Sec. 1-j for

oil, natural gas and other petroleum products.

Section 4. Provides for the Sec. 4 - House version corrected Sec. 4 - Adopted House version
batlot proposition for the ballot lLanguage to conform
election to held in November, 1989. to adopted committee substitute.
ADDITIONS
Not in Senate version. Not in House version. The Conference Committee report adds a new

Sec. 1-j(c) to provde that in Subsection (a):
(1) Tangible personal property shall include
aircraft and aircraft parts.

(2) Property imported into this state shall
include property brought into this state.

5484X%
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Senate Version

5484X

House Version

Conference Committee

(3) Property forwarded outside this state
shatl include property transported outside
this state.

(4) Property detained in this state for
assembling, storing, manufacturing

i
processing or fiabricaiion purposés  shal

'
t
include property brought into this state or
used by the person who acquired the property
and detained such property in or brought the
property in this state in the repair or
maintenance of aircraft operated by &

certificated carrier. s
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Austin, Texas
May 25, 1689

Date
Honorable William P. Hobby -
President of the Senate -
Honorable Gibson D. “Gib” Lewis <3

Speaker of the House of Representatives

Sir: \

We, your Conference Committee, appointed to adjust the differences between the Senate and the House of

Representatives on aJR-11 have met and had the same under consideration, and
beg to repor{ it ylth the recomm ndation that 1t,‘ do pass in the form and text hereto attached.
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CONFERENCE COMMITTEE REPORT
S.J.R. No. 11
A JOINT RESOLUTION
proposing a constitutional amendment to authorize the
exemption from ad valorem taxation certain personal
property temporarily in the State for certain purposes.
BE IT RESOLVED BY THE LEGISLATURE OF THE STATE OF
TEXAS:
SECTION 1. That Article VIII, Section 1, of the Texas
Constitution is amended to read as follows:
. Sec. 1. (a) Taxation shall be equal and uniform.
(p) All real property and tangible personal property

in this State, unless exempt as reqguired or permitted by

this Constitution, whether owned by natural persons or
corporations, other than municipal, shall be taxed in
proportion to its value, which shall be ascertained as may
be provided by law.

(c) The Legislature may provide for the taxation of
intangible property and may also impose occupation taxes,
both upon natural persons and upon corporations, other than
municipal, doing any business in this State. It may also
tax incomes of both natural persons and corporations other
than municipal, except that persons engaged in mechanical
and agricultural pursuits shall never be required to pay an
occupation tax.

(d) The Legislature by general law shall exempt from
ad valorem taxation household goods not held or used for
the production of income and personal effects not held or
used for the production of income.)'The Legislature by

general law may exempt from ad valorem taxation:
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(1) all or part of the personal property
homestead of a family or single adult, "personal property
homestead" mneaning that personal property exempt by law
from forced sale for debt; and

(2) subject to Subsection (e) of this section,
all other tangible personal property, except structures
which are personal property and are used or occupied as
residential dwellings and except property held or used for
the production of income.

(e) The governing body of a political subdivision
may provide for the taxation of all property exempt under a
law adopted under Subdivision (2) of Subsection (d) of this
section and not exempt from ad valorem taxation by any
other law.

L£)  [69] The occupation tax levied by any county,
city or town for any year on persons of corporations
pursuing any profession or business, shall not exceed one
half of the tax levied by the State for the same period on
such profession or business.

SECTION 2. Article VIII of the Texas Constitution is
amended by adding a Section 1-j to read as follows:

propertv., and ores, other than oil, natural gas, and other

vetroleum products, are exempt from ad valorem taxation if:

(L) t+he propertv is acqguired in or 4imported
. this Stat to ] £ jed tside this Stat het!
] int . : £ it} : tside thi
State is formed, or the destination to which the property
. forwarded i ecified ] ) ! . . i 3
or imported Jjnto this State;

(2) the propertv is detained in this State for

assembling, storina, manufacturing, processing, or

fabrication purposes by the person who acquired or imported

the property: and
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{(3) the propertv is transported ocutside this

ctate not later than 175 days after the date the person

acaquired or imported the property in this State,

(b) Tangible personal property exempted from taxation

in Subsection (a) of this section is subject to the

following:

(1) A countv., common or independent school

v

district, dunior college district, or municipality,

includina a home-rule city, may tax such property otherwise

exempt., if the governing body of the county, common oxr

independent school district, Junior college district, or

municipalitv takes official action as provided in this

. L in t} ‘ded by 1 : {de f
the taxation of such property,

{(2) any official action to tax such exempt

propertv must be taken before April 1, 1990, If official

action is taken to tax such exempt property before

Januarv 1, 1990, such orobertv is taxable effective for the

tax vear 1990, However, if such official action to tax

such exempt property is taken prior to April 1, 1990, but

after Januarv 1, 1990, the official action shall not become

effective to tax such property until the 1991 tax vear,

(3) Any of the above-named political

subdivisions shall have the authority to exempt from

pavment of taxation such property located in such above-

named political subdivisions for the taxing year 1989, If

a governing body exempts the property from 1989 taxes, the
. bod hall . 1989 t ] ’ . i i

refund 1989 taxes already paid on such property for that

year.,

{(4) The governing body of a county, common or

“independent school district, junior college district, or

municipality that acts under Subsection (b)(2) of this

section to tax the property otherwise exempt by Subsection

(a) of this section may 5pbsequentlv exempt the property
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from taxation by rescinding its action to tax the property.

The exemption applies to each tax year that begins after

the date the action is taken and applies to the tax year in

which the action is taken if the governing bhody so

provides. A governing body that rescinds its action to fax

the property may not take action to tax such property after

Lhafxsagi5519n+

(c}) For purposes of this section:

(1) tangible personal property shall include

aircraft and aircraft parts:

(2} vroperty imported into this State shall

include property brought into this State:

(3)  property forwarded outside this State shall

include property transported outside this State, or fo be

affixed to _an aircraft to be transported outside this

L4) propertv detained in this State for
assembling, storing, manufacturing, processing, or

fabrication purposes shall include property, aircraft or

aircraft parts brought into this State or acguired in this

state and used by the person who acguired the property,

aircraft or aircraft parts in, or brought the property,

aircraft or aircraft parts into this State for the purpose

of repair or maintenance of aircraft operated by a

Lfi i ai .

SECTION 3. This proposed constitutional amendment
shall be submitted to the voters at an election to be held
on November 7, 1989. The ballot shall be printed to
provide for voting for or against the proposition: "The
constitutional amendment promoting economic growth, 3job
creation ard fair tax treatment for Texans who export goods
to other states and nations by restoring and allowing, on a
local 6ption basis, an ad valorem tax exemption for certain

personal property that is in Texas only temporarily for the
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purpose of assembling,

or fabricating."

storing,

manufacturing,

processing



Side-by-Side Comparison

SJR-11 - A CONSTITUTIONAL AMENDMENY TO AUTHORIZE
THE EXEMPTION FROM AD VALOREM TAXATION CERTAIN CERTAIN PERSONAL PROPERTY

Senate Version House Version Conference Committee

Section 1. amends Sec. 1 - Same as Senate version Sec. 1 - Adopted Senate Version
Article VII1I, Sec. 1 of

the Texas Constitution

Sec. 1.(a) Only a;clarifying
amendment to expressly state
that property is not taxed if
exempted in other sections of
the Constitution.

Sec. 1.(f) Renumbers (h) to (f)
to conform. Eliminates vacant

subsection.
Section 2. Adds Sec. 1-j to Article VIII Section 2. Same as Senate version Sec. 2 - Adopted Senate version
of the Texas Constitution. except as explained below.

Sec. 1-j To promote economic development
goods, wares, merchandise, other tangible
personal property and ores, other than oil,
natural gas, and other petroleum products,
are exempt from taxation if:
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SJR-11

Senate Version

(1) Such property is acquired in
or imported into Texas.

(2) Detained for certain purposes; and

(3) Not detained for Longer than 175 days.

A county, school district, junior college district,

or municipality could, on a Local option basis,

such property if the required action is taken.

Section 3. Article VfIl of the Texas
Constitution is amended by adding a new
section 1-k to provide the same tax treatment
and under the same terms as Sec. 1-j for

oil, natural gas and other petroleum products.

Section 4. Provides for the
baliot proposition for the
election to held in November, 1989.

Not in Senate version.

5484X

tax

House Version

Section 3. House removed Section 3.

Not

Sec. 4 - House version corrected
ballot tanguage to conform
to adopted committee substitute.

in House version.

Conference Committee

Sec. 3 - Adopted House version

Sec. 4 - Adopted House version

ADDITIONS

The Conference Committee report adds a new
Sec. 1-j(c) to provde that in Subsection (a):
(1) Tangible personal property shall include
aircraft and aircraft parts.

(2) Property imported into this state shall
include property brought into this state.
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Senate Version

5484X

House Version

Conference Committee

(3) Property forwarded outside this state
shall include property transported outside
this state.

(4) Property detained 1in this state for
assembling, storing, manufacturing,
processing or tabrication purposes shait
include property brought into this state or
used by the person who acquired the property
and detained such property in or brought the
property in this state in the repair or
maintenance of aircraft operated by a
certificated carrier.
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S.J.R. No. 11
SENATE JOINT RESOLUTION

proposing a constitutional amendment to authorize the exemption
from ad valorem taxation certain personal property temporarily in
the state for ceffain purposes.

BE IT RESOLVED BY THE LEGISLATURE OF THE STATE OF TEXAS:

SECTION 1. That Article VIII, Section 1, of the Texas
Constitution is amended to read as follows:

Sec. 1. (a) Taxation shall be equal and uniform.

(b) All real property and tangible personal property in this

State, unless exempt as required or permitted by this Constitution,

whether owned by natural persons or corporations, other than
municipal, shall be taxed ih proportion to its value, which shall
be ascertained as may be provided by law.

(¢c) The Legislature may provide for the taxation of
intangible property and may also impose occupation taxes, both upon
natural persons and upon corporations, other than municipal, doing
any business in this State. It may also tax incomes of both
natural persons and corporations other than municipal, except that
persons engaged in mechanical and agricultural pursuits shall never
be required to pay an occupation tax.

(d) The Legislature by general law shall exempt from ad

valorem taxation household goods not held or used for the

production of income and personal effects not held or used for the
production of income. The Legislature by general law may exempt
from ad valorem taxation:

(1) all or part of the personal property homestead of

45
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S.J.R. No. 11

a family or single adult, '"personal property homestead" meaning

that personal property exempt by law from forced sale for debt; and

(2) subject to Subsection (e) of this section, all

other tangible pérsonal property, except structures which are

personal property and are used or occupied as residential dwellings
and except property held or used for the production of income.

(e) The governing body of a political subdivision may
provide for éﬁe taxation of all property exempt under a law adopted
under Subdivision (2) of Subsection (d) of this section and not
exempt from ad valorem taxation by any other law.

{f) [thy] The occupation tax levied by any county, city or
town: for any year on persons or corporations pursuing any
profession or business, shall not exceed one half of the tax levied
by the State for the same period on such profession or business.

SECTION 2. Article VIII of the Texas Constitution is amended
by adding Section 1-j to read as follows:

Sec. 1-j. (a) To promote economic development in the State,

goods, wares, merchandise, other tangible personal property, and

ores, other than oil, natural gas, and other petroleum products,

are exempt from ad valorem taxation if:

(1) the property is acquired in or imported into this

State to be forwarded outside this State, whether or not the

intention to forward the property outside this State is formed or

the destination to which the property is forwarded is specified

when the property is acquired in or imported into this State;

(2) the property is detained in this State for

e %
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assembling, storing, manufacturing, processing, or fabricating

purposes by the person who acquired or imported the property; and

(3) the property is transported outside of this State

not later than 175 days after the date the person acquired or

imported the propefty in this State.

(b) Tangible personal property exempted from taxation in

Subsection (a) of this section is subject to the following:

(1) A county, common, or independent school district,

junior college district, or municipality, including a home-rule

city, may tax such property otherwise exempt, if the governing body

of the county, common, or independent school district, junior

college district, or municipality takes official action as provided

in this section and in the manner provided by law to provide for

the taxation of such property.

(2) Any official action to tax such exempt property

must be taken before April 1, 1990. 1If official action is taken to

tax such exempt property before January 1, 1990, such property is

taxable effective for the tax vyear 1990. However, if such official

action to tax such exempt property is taken prior to April 1, 1990,

but after January 1, 1990, the official action shall not become

effective to tax such property until the 1991 tax vyear.

(3) Any of the above-named political subdivisions

shall have the authority to exempt from payment of taxation such

property located in such above-named political subdivisions for the

taxing year 1989. If a governing body exempts the property from

1989 taxes, the governing body shall waive 1989 taxes already
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imposed and refund 1989 taxes already paid on such property for

that vyear.

(4) The governing body of a county, common, or

independent school district, junior college district, or

municipality +hat acts under Subdivision (2) of Subsection (b) of

this section to tax the property otherwise exempt by Subsection (a)

of this section may subsequently exempt the property from taxation

by rescinding its action to tax the property. The exemption

applies to each tax year that begins after the date the action 1is

taken and applies to the tax year in which the action is taken if

the governing body so provides. A governing body that rescinds its

action to tax the property may not take action to tax such property

after the rescission.

(c) For purposes of this section:

(1) tangible personal property shall include aircraft

and aircraft parts;

(2) property imported into this State shall include

property brought into this State;

(3) property forwarded outside this State shall

include properiy transported outside this State or to be affixed to

an _aircraft to be transported ocutside this State; and

(4) property detained in this State for assembling,

storing, manufacturing, processing, or fabricating purposes shall

include property, aircraft, or aircraft parts brought into this

State or acquired in this State and used by the person who acquired

the property, aircraft, or aircraft parts in or who brought the
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1 property, aircraft, or aircraft parts into this State for the
2 purpose . of repair or maintenance of aircraft operated by a
3 certificated air carrier.

4 SECTION 3.- This proposed constitutional amendment shall be
5 submitted to the voters at an election to be held on November 7,
6 1989. The ballot shall be printed to provide for voting for or
7 against the proposition: "The constitutional amendment promoting
é economic growth, job creation, and fair tax treatment for Texans
9 who export goods to other states and nations by restoring and
10 allowing, on a local option basis, an ad valorem tax exemption for
11 certain personal property that is in Texas only temporarily for the
12 purpose of assembling, storing, manufacturing, processing, or
13 fabricating."
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President of the Senate Speaker of the House
I hereby certify that S.J.R. No. 11 was adopted by the Senate
on March 16, 1989, by the following vote: Yeas 27, Nays 2;
May 25, 1989, Senate refused to concur in Hduse amendment and
requested appointment of Conference Committee; May 26, 1989, House
granted request of the Senate; May 27, 1989, Senate adopted
Conference Committee Report by the following vote:  Yeas 28,

Nays 2.

Secretary of the Senate
I hereby certify that S.J.R. No. 11 was adopted by the House,
with amendment, on May 15, 1989, by the following vote: Yeas 140,
Nays O, one present not voting; May 26, 1989, House granted request
of the Senate for appointment of Conference Committee;

May 29, 1989, House adopted Conference Committee Report by the

following vote: Yeas 143, Nays 2, two present not voting.

Chief Clerk of the House




LEGISLATIVE BUDGET BOARD

Austin, Texas

FISCAL NOTE
April 13, 1989

TO: Honorable James F. Hury, Jr., Chair In Re: House Committee
Committee on Ways and Means Substitute for Senate
House of Representatives Joint Resolution No. 11

Austin, Texas
FROM: Jim Oliver, Director

In response to your request for a Fiscal Note on House Committee Substitute for
Senate Joint Resolution No. 11 (proposing a constitutional amendment to
authorize the exemption from ad valorem taxation certain personal property
temporarily in the state for certain purposes) this office has determined the
following:

The Texas Constitution states that all real and personal property in the
State shall be taxed according to its value and provides that laws exempting
property other than that mentioned therein are null and void.

The Tax Code provides that the State generally has the power to tax
personal property if it is in the state for more than a temporary period,
normally here but temporarily outside the State on January 1, or continually
used in the State. The Code also provides an exception to this rule for goods,
wares, ores other than oil, gas, and petroleum products, and merchandise that
are in interstate commerce (and therefore exempt under federal law) or that are
in the state for only a temporary period. The Code defines this temporary
period to be no more than 175 days.

A number of local taxing jurisdictions regarded the statute as
unconstitutional and appraised property, and levied and collected taxes on
property covered by the statute. Taxpayers generally paid the taxes levied, but
the matter finally was taken to court.

In a recent case (Dallas County Appraisal District v. L. D. Brinkman and
Company, 701 S.W. 2d 20, Tex. App.--Dallas 1985, writ ref'd n.r.e.), the court
declared this exception unconstitutional since the Texas Constitution does not
expressly provide for any exemption. The court also ruled that the goods
covered by the exception were not exempt under federal law since, in order to be
exempt, they would have to be moving in interstate transit or stopped
temporarily in the State for reasons unrelated to manufacturing, assembly,
storage, and the other exempt processes listed in the Tax Code.

The resolution would amend the Texas Constitution to provide a self-enacting
exemption for tangible personal property consisting of goods, wares,
merchandise, and ores (other than oil, gas, and petroleum products) if the
property is aquired in or imported into the state and is eventually destined out
of state, regardless of the intention when the property began its journey into
the State, if it remains in Texas for 175 days or less to be assembled, stored,
manufactured, processed, or fabricated.

The proposed amendment would authorize the governing body of a county,
school district, junior college district, or municipality to prevent the
exemption of the tangible personal property which is the subject of the proposal
by taking official action before April 1, 1990. If such an entity takes such
action before January 1, 1990, the property is taxable for the 1990 tax year.

If the entity takes action between January 1 and April 1, 1990, the property is
not taxable for 1990 but becomes taxable in the 1991 tax year. If official
action is not taken by April 1, 1990, the property becomes exempt automatically.
A county, municipality, or school district may rescind a prior decision to tax
the property. In such a case, the exemption would become effective in the year
of the rescission and the property may not thereafter be taxed.

While the exemption takes effect January 1, 1990, a political subdivision
may adopt the exemption for 1989 taxes. If it did so, the governing body must
waive 1989 taxes already imposed on the property and refund 1989 taxes already
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Fiscal Note on House Committee Substitute for Senate Joint Resolution No. 11
April 13, 1989
Page Two

paid.

Local units currently receiving revenue from taxing "freeport" property
would experience a reduction in tax revenues should the proposed amendment be
adopted and the local governing body not act to prevent the exemption. The
revenue could be replaced by a related increase in tax rates, thereby
transferring the tax burden to other property owners. The amount of such
revenue cannot be estimated because of lack of data.

It is difficult to estimate the dollar amount of revenue that would be lost
to local governments that would fail to act within the time set in the proposal
because the appraisal districts that have been putting the property on the tax
rolls have not segregated "freeport" values from other inventory values.

The resolution would be submitted to voters on November 7, 1989. The cost
of publication of the resolution to the State is estimated to be $60,000.

No additional fiscal implication to the State is anticipated.

Criminal Justice Policy Impact Statement: No change in the sanctions
applicable to adults convicted of felony crimes is anticipated.

Source: State Property Tax Board; Secretary of State;
LBB Staff: J0, JWH, AL, CKM
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LEGISLATIVE BUDGET BOARD

Austin, Texas

FISCAL NOTE
March 29, 1989

T0: Honorable James F. Hury, Jr., Chair In Re: Senate Joint
Committee on Ways and Means Resolution No. 11,
House of Reprasentatives as engrossed
Austin, Texas ‘ By: McFarland, et. al.

FROM: Jim Oliver, Director

In response to your request for a Fiscal Note on Senate Joint Resolution No. 11,
as engrossed (proposing a constitutional amendment to authorize the exemption
from ad valorem taxation certain personal property temporarily in the state for
certain purposes) this office has determined the following:

The Texas Constitution states that all real and personal property in the
State shall be taxed according to its value and provides that laws exempting
property other than that mentioned therein are null and void.

The Tax Code provides that the State generally has the power to tax
personal property if it is in the state for more than a temporary period,
normally here but temporarily outside the State on January 1, or continually
used in the State. The Code also provides an exception to this rule for goods,
wares, ores other than oil, gas, and petroleum products, and merchandise that
are in interstate commerce (and therefore exempt under federal law) or that are
in the state for only a temporary period. The Code defines this temporary
period to be no more than 175 days.

A number of local taxing jurisdictions regarded the statute as
unconstitutional and appraised property, and levied and collected taxes on
property covered by the statute. Taxpayers generally paid the taxes levied, but
the matter finally was taken to court.

In a recent case (Dallas County Appraisal District v. L. D. Brinkman and
Company, 701 S.W. 2d 20, Tex. App.--Dallas 1985, writ ref'd n.r.e.), the court
declared this exception unconstitutional since the Texas Constitution does not
expressly provide for any exemption. The court also ruled that the goods
covered by the exception were not exempt under federal law since, in order to be
exempt, they would have to be moving in interstate transit or stopped
temporarily in the State for reasons unrelated to manufacturing, assembly,
storage, and the other exempt processes listed in the Tax Code.

The resolution would amend the Texas Constitution to provide a self-enacting
exemption for tangible personal property consisting of goods, wares,
merchandise, and ores (other than oil, gas, and petroleum products) if the
property is aquired in or imported into the state and is eventually destined out
of state, regardless of the intention when the property began its journey into
the State, if it remains in Texas for 175 days or less to be assembled, stored,
manufactured, processed, or fabricated. The resolution also would provide a
separate local option for oil, gas, and other petroleum products.

The proposed amendment would authorize the governing body of a county,
school district, junior college district, or municipality to prevent the
exemption of the tangible personal property which is the subject of the proposal
by taking official action before April 1, 1990. If such an entity takes such
action before January 1, 1990, the property is taxable for the 1990 tax year.

If the entity takes action between January 1 and April 1, 1990, the property is
not taxable for 1990 but becomes taxable in the 1991 tax year. If official
action is not taken by April 1, 1990, the property becomes exempt automatically.
A county, municipality, junior college district, or school district may rescind
a prior decision to tax the property. In such a case, the exemption would
become effective in the year of the rescission and the property may not
thereafter be taxed.

While the exemption takes effect January 1, 1990, a political subdivision
may adopt the exemption for 1989 taxes. If it did so, the governing body must

71FSJR11ae




Fiscal Note on Senate.Joint Resolution No. 11, as engrossed
March 29, 1989
Page Two

waive 1989 taxes already imposed on the property and refund 1989 taxes already
paid.

Local units currently receiving revenue from taxing "freeport" property
would experience a reduction in tax revenues should the proposed amendment be
adopted and the local governing body not act to prevent the exemption. The
revenue could be replaced by a related increase in tax rates, thereby
transferring the tax burden to other property owners. The amount of such
revenue cannot be estimated because of lack of data.

It is difficult to estimate the dollar amount of revenue that would be lost
to local governments that would fail to act within the time set in the proposal
because the appraisal districts that have been putting the property on the tax
rolls have not segregated "freeport" values from other inventory values.

The resolution would be submitted to voters on November 7, 1989. The cost
of publication of the resolution to the State is estimated to be $60,000.

No additional fiscal implication to the State is anticipated.

Criminal Justice Policy Impact Statement: No change in the sanctions
applicable to adults convicted of felony crimes is anticipated.

Source: State Property Tax Board; Secretary of State;
LBB Staff: JO, JWH, AL, LV
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LEGISLATIVE BUDGET BOARD

Austin, Texas

FISCAL NOTE

FEB
February 21, 1989 22 RECD
TO: Honorable Ken® A. Caperton, Chairman In Re: Committee Substitute
Committee on iFinance for Senate Joint
Senate Chamber Resolution No. 11

-Austin, Texas
FROM: Jim Oliver, Director

‘In response to your request for a Fiscal Note on Committee Substitute for Senate
Joint Resolution No. 11 (proposing a constitutional amendment to authorize the
exemption from ad valorem taxation certain personal property temporarily in the
state for certain purposes) this office has determined the following:

The Texas Constitution states that all real and personal property in the
State shall be taxed according to its value and provides that laws exempting
property other than that mentioned therein are null and void.

The Tax Code provides that the State generally has the power to tax
personal property if it is in the state for more than a temporary period,
normally here but temporarily outside the State on January 1, or continually
used in the State. The Code also provides an exception to this rule for goods,
wares, ores other than oil, gas, and petroleum products, and merchandise that
are in interstate commerce (and therefore exempt under federal law) or that are
in the state for only a temporary period. The Code defines this temporary
period to be no more than 175 days.

A number of local taxing jurisdictions regarded the statute as
unconstitutional and appraised property, and levied and collected taxes on
property covered by the statute. Taxpayers generally paid the taxes levied, but
the matter finally was taken to court.

In a recent case (Dallas County Appraisal District v. L. D. Brinkman and
Company, 701 S.W. 2d 20, Tex. App.--Dallas 1985, writ ref'd n.r.e.), the court
declared this exception unconstitutional since the Texas Constitution does not
expressly provide for any exemption. The court also ruled that the goods
covered by the exception were not exempt under federal law since, in order to be
exempt, they would have to be moving in interstate transit or stopped
temporarily in the State for reasons unrelated to manufacturing, assembly,
storage, and the other exempt processes listed in the Tax Code.

The resolution would amend the Texas Constitution to provide a self-enacting
exemption for tangible personal property consisting of goods, wares,
merchandise, and ores (other than oil, gas, and petroleum products) if the
property is aquired in or imported into the state and is eventually destined out
of state, regardless of the intention when the property began its journey into
the State, if it remains in Texas for 175 days or less to be assembled, stored,
manufactured, processed, or fabricated. The resolution also would provide a
separate Tlocal option for o0il, gas, and other petroleum products.

The proposed amendment would authorize the governing body of a county,
school district or municipality to prevent the exemption of the tangible
personal property which is the subject of the proposal by taking official action
before April 1, 1990. 1If such an entity takes such action before January 1,
1990, the property s taxable for the 1990 tax year. If the entity takes action
between January 1 and April 1, 1990, the property is not taxable for 1990 but
becomes taxable in the 1991 tax year. If official action is not taken by April
1, 1990, the property becomes exempt automatically. A county, municipality, or
school district may rescind a prior decision to tax the property. In such a
case, the exemption would become effective in the year of the rescission and the
property may not thereafter be taxed.

While the exemption takes effect January 1, 1990, a political subdivision
‘may adopt the exemption for- 1989 taxes. If it did so, the governing body must
waive 1989 taxes already imposed on the property and refund 1989 taxes already
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Fiscal Note on Committee Substitute for Senate Joint Resolution No. 11
February 21, 1989 '
Page Two

paid.

‘Local units currently receiving revenue from taxing "freeport" property
would experience a reduction in tax revenues should the proposed amendment be
adopted and the local governing body not act to prevent the exemption. The
revenue could be replaced by a related increase in tax rates, thereby
transferring the tax burden to other property owners. The amount of such
revenue. cannot be estimated because of lack of data.

It is difficult to estimate the dollar amount of revenue that would be lost
to Tocal governments that would fail to act within the time set in the proposal
because the appraisal districts that have been putting the property on the tax
rolls have not segregated "freeport" values from other inventory values.

The resolution would be submitted to voters on November 7, 1989. The cost
of publication of the resolution to the State is estimated to be $60,000.

No additional fiscal implication to the State is anticipated.

Source: State Property Tax Board; Secretary of ‘State;
LBB Staff: JO, JWH, AL, CKM
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LEGISLATIVE BUDGET BOARD

Austin, Texas

FISCAL NOTE
February 8, 1989

TO: Honorable Kent A. Caperton, Chairman In Re: Senate Joint
Committee on Finance Resolution No. 11
Senate Chamber By: McFarland

~-~Austin, -Texas
FROM: Jim Oliver, Director

In response to your request for a Fiscal Note on Senate Joint Resolution No. 11
(proposing a constitutional amendment to authorize the exemption from ad valorem
taxation certain personal property temporarily in the state for certain
purposes) this office has determined the following:

The Texas Constitution states that all real and personal property in the
State shall be taxed according to its value and provides that laws exempting
property other than that mentioned therein are null and void

The Tax Code provides that the State generally has the power to tax
personal property if it is in the state for more than a temporary period,
normally here but temporarily outside the State on January 1, or continually
used in the State. The Code also provides an exception to this rule for goods,
wares, ores other than oil, gas, and petroleum products, and merchandise that
are in interstate commerce (and therefore exempt under federal law) or that are
in the state for only a temporary period. The Code defines this temporary
period to be no more than 175 days.

A number of local taxing jurisdictions regarded the statute as
unconstitutional and appraised property, and levied and collected taxes on
property covered by the statute. Taxpayers generally paid the taxes levied, but
the matter finally was taken to court.

In a recent case (Dallas County Appraisal District v. L. D. Brinkman and
Company, 701 S.W. 2d 20, Tex. App.--Dallas 1985, writ ref'd n.r.e.), the court
declared this exception unconstitutional since the Texas Constitution does not
expressly provide for any exemption. The court also ruled that the goods
covered by the exception were not exempt under federal law since, in order to be
exempt, they would have to be moving in interstate transit or stopped
temporarily in the State for reasons unrelated to manufacturing, assembly,
storage, and the other exempt processes listed in the Tax Code.

The resolution would amend the Texas Constitution to provide a self-enacting

. exemption for.tangible personal. property. consisting of goods, wares,
merchandise, and ores (other than oil, gas, and petroleum products) if the
property originated and is eventually destined out of state, regardless of the
intention when the property began its journey into the State, if it remains in
Texas for 175 days or less to be assembled, stored, manufactured, processed, or
fabricated.

The proposed amendment would authorize the governing body of a county,
school district or municipality to prevent the exemption of the tangible
personal property which is the subject of the proposal by taking official action
before April 1, 1990. If such an entity takes such action before January 1,
1990, the property is taxable for the 1990 tax year. If the entity takes action
between January 1 and April 1, 1990, the property is not taxable for 1990 but
becomes taxable in the 1991 tax year. If official action is not taken by April
1, 1991, the property becomes exempt automatically. A county, municipality, or
school district may rescind a prior decision to tax the property. In such a
case, the exemption would become effective in the year of the rescission and the
property may not thereafter be taxed.

While the exemption takes effect January 1, 1990, a political subdivision
may adopt the exemption for 1989 taxes. If it did so, the governing body must
waive 1989 taxes already imposed on-the property and refund 1989 taxes already
paid.

71FSJR11
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Fiscal Note on Senate Joint Resolution No. 11
February 8, 1989
Page Two

Local units currently receiving revenue from taxing "freeport" property
would experience a reduction in tax revenues should the proposed amendment be
adopted and the local governing body not act to prevent the exemption. The
revenue could be repiaced by a related increase in tax rates, thereby shifting
the tax burden to other property owners. The amount of such revenue cannot be
estimated because of lack of data. Other jurisdictions which were allowing
-exemptions, -would have potential revenue gain from the court's . ruling, but these
amounts of potential gain cannot be estimated with reasonable accuracy.

- It {s difficult to estimate the dollar amount of revenue that would be lost
to local governments that would fail to act within the time set in the proposal
because the appraisal districts that have been putting the property on the tax
rolls have not segregated "freeport" values from other inventory values.

The resolution would be submitted to voters on November 7, 1989. The cost
of publication of the resolution to the State is estimated to be $60,000.

Source: State Property Tax Board; Secretary of State;
LBB Staff: JO, JWH, AL, AM, PA I

71FSJR11




X;CT3a; s.JL N

S=~B- No. (1)

President of the Senate Speaker of the House

5J.P adz&{g@b,zﬂ'
I hereby certify that S—Bs No iﬂ (1) ggg%ed tle Senate “on

W@M&, /(p (2), 19§{ by the following vote:
veas R 7 (3), Nays F— (4); %/ML? XS (5), 198@

Senate refused to concur in House amendmentyg/;nd requested

appointment of Conference Committee;
vfyﬁé£41 C;Lé; (6), 1987, House granted request of the
u .
Senate; Lfm A4 91 7 (7), 1987, Senate adopted
7 ;

Conference Comnittee Report by the following vote: Yeas <§Lg (8),

Nays 59\ (9).

Secretary of the Senate

X; CT3b; S S.2. [ Wi ﬂi&ﬂid’ Zﬁ(f

I hereby certify that &=8~. No. (1) 1 the House,
with amendmentd7’ on L7§y7ﬂﬂ%kjf3 (2), 195@% by the
following vote: Yeas “i'@ (3, Nays (2 (4);
\?Cylak?/ éQ é5 (5), 19%;; House granted request of the

Senate for appointment Conference Committee;

L’/)/IW O,z ? (6), 192\3@ House adopted Conference
v

Committee Report by the following vote: Yeas ﬂ%ﬁ 3(7),

Nays R (8)->W WWU@L@

Chief Clerk of the House

AppIqved:

ZaN

Governor \\




propos:mg a constltutional amendment to authorlze the exemptlon from ad valorem
e taxation certain personal ]rroperty temporarlly in the state for certaln purposes.

?:]AN Lz | .. Filed wrth the Sec:retary of the Senate
!.lhﬂ 1 1 'Read and referred to Committee on _EINA NCE
- Reported favorab ly ‘ : '

’FEB 16 1980» Reported adversely, wrth favorable Commrttee Substrtute Committee Substitute read first trme

Ordered not printed

_Laid beforertheSenate

MAR 1 6 B89  Senate and Constitutional Rules to permit consideration suspended by: { 2ZZ g
' . : , ’ < : : yeas, nays

a viva voce vote‘

MAR 16 B89 Read second ﬁme,waﬂd ordered engrossed by.

MAR 1 & Bag Caption ordered amended.to conform to the body .of the bill. )
MAR 18 Y¥5  Senate and Constirtunonal 3 Day Rule suspended by a vote ofﬂyeas __a.. nays.

CMSk T X
el it,ﬂ‘ Read third time L ,yand passed by__g_L yeas, __‘&, nays,

. nays

OTHER ACTION:

\m TR T R R R
‘ ‘ V S P R Mollen ¥o post furth idel ’Bn
M /é (q g? Engrossed : r ‘ ofﬁﬁw;pom ‘uu";rl co‘ deratio
0 § R 7 AT —!(":' T a =
j 20 ) ‘? ‘Sent to Hotr _ ' - prevailed by% «non-re'cord vote. -

- Engrossing Clerk

MAR __ZQ 1989 Received from th¢ Senate

‘ Read first time and referred to Committee on VL m ww
APR 12 1989 Reported favorably: 1A , sent to Printer (o: }J 5., P 4 1989
'APR 17 989 printed and Distributed __ B ° Ao AR

AP}{ 17 989 Sent to Committee on Calendars q K PM
“AY 1 5 : I Read second time (e ) and fi adopted : 2 L :
‘ fuled-odepﬂon by Record Vote of yeas, O nays, . L present not voting.

Read third time (smended) and finally adopted SRS ' o
’ : failed adoption by a Record Vote of. .yeas, .. RAYS, present not voting.

- l .
MAY 15 Bas Captron ordered amended to conform to body of resolution

: MAY 1 6 1989 _Returned to Senate. ' , | 2 - .
3 ‘-;-" ‘.v i 2 -:.’:' v —‘\? *”:f ke ‘
CHIEF CL OF THE HOUSE ¢

Returned from House without amendment

MaY 1 e‘ 543 Retumed from House wrth_.l___ amendments

Concurred in House amendments by a viva voce vote____yeas,

nays.




}“S\

°F

MA
: adjust the ([iffer<=nn 2

MAY 27D B 1983

Senate conferees apj:

QM—M |

57 House granted Senat:

_’.523’__29_!3’3 éonfen}nce Cmmm:m

MAY 2 7 989

OTHER ACTION:

= Conferee$~ discharged

' (}'o;’ﬁ'elée‘liéef(lozrnzm,i‘t!

1989 Refused to eoncuy i |

Senate conferees inst:

icted,. .+

hinted:

"Cnonfenm|‘ce"cominitt‘ee to

Recommitted to Con:

requést. House conferees appoiitod:.— £

o Ma# i. ‘

m—ﬂ‘

a vaa voce vote

‘ a m vece vote .

crence Committee

‘ a ﬂva voce vote

| yess,

@ Report adopted on the part of thhe House by

l“g.é_yeas ..._..._nays

Conference Commn i ]

L zsfym, ;_m,;a,,s -

o Repntt failed of: adog;_on bx

) gﬂ; ,7 S ’Z(———-—'Cham@,‘

‘u’

/sf"" —

: _mys P




	Introduced Version
	Text

	Senate Committee Report
	Text
	Vote Sheet
	Bill Analysis
	Fiscal Note(s)

	Caption Conformity Motion
	Senate Committee Substitute
	Adopted Senate Amendment(s)
	Engrossed Version
	Text
	Fiscal Note(s)

	House Committee Report
	Text
	Vote Sheet
	Bill Analysis
	Fiscal Note(s)

	House Committee Substitute
	Text

	Senate Conference Committee Report
	Report Form
	Text
	Side by Side Analysis

	House Conference Committee Report
	Report Form
	Text
	Side by Side Analysis

	Enrolled Version
	Text
	Fiscal Note(s)

	Enrolled Vote Tally
	Bill Back



